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Tus Midwinter Personnel Conference has long 
been the place where management becomes 
informed about the up-to-the-minute thinking 
in Personnel. The February, 1961, conference 
will be no exception. 

1960 was a fast-paced year in the personnel 
field. Many personnel men moved up the lad- 
der into the decision-making circles of man- 


Palmer House, Chicago 


agement. Their work in coordinating such func- 
tions as organization planning, management 
development, and executive compensation will 
be among the subjects of the conference. The 
latest thinking on management development, 
collective bargaining, and spending business’ 
educational dollar will also be presented by 
well-known authorities. 


Highlights will include: 


®Talks by Carter Burgess, President, American Machine and Foundry 
Company; Dean Howard Johnson, of the Industrial Management School 
of MIT; and Clarence Francis, Chairman of the Studebaker-Packard 


Corporation 


© “Lessons from the School of Hard Strikes”—a discussion by Heath Larry, 
Administrative Vice President-Labor Relations, U.S. Steel; James W. Oram, 
Vice President, Public and Employee Relations, Pennsylvania Railroad; and 
Philip D. Moore, Manager, Employee Relations, General Electric—under 
the chairmanship of labor columnist Victor Riesel 


Among the speakers: 


Frank H. Cassell, Manager of Industrial Relations, Inland Steel Company 
W. J. McGowan, Director, Industrial and Community Relations Division, Allis Chalmers 


Manufacturing Company 


Nicholas L. A. Martucci, Industrial Relations Director, Kennecott Refining Corporation 
F. M. Wistert, Vice President and Director of Industrial Relations, The Electric Autolite 


Company 


Dr. Schuyler D. Hoslett, Vice President, The Reuben H. Donnelley Corporation 

John K. Hemphill, Director, Executive Study, Educational Testing Service 

John H. Weeks, Vice President-Personnel, The Glidden Company 

Dr. Wilbur Terry Wickham, President, Heidelberg College, Tiffin, Ohio 

Howard M. Dirks, Vice President, Personnel and Corporate Relations, Harris-Intertype Corp. 
Plan now to attend this conference—tegister today! 


AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 Broadway, New York 36, N. Y. 








Decision Makers—Born or Made? 


Ir 1s an obvious step from the premise that managing is 
decision making to the conclusion that the important skills 
for an executive are decision-making skills. It is generally 
believed that good decision makers, like good athletes, are 
born, not made. ‘The belief is about as true in the one case 
as it is in the other. 

That human beings come into the world endowed un- 
equally with biological potential for athletic prowess is un- 
deniable. They also come endowed unequally with intelli- 
gence, cheerfulness, and many other characteristics and 
potentialities. To a limited extent, we can measure some 
aspects of that endowment—height, weight, perhaps in- 
telligence. Whenever we make such measurements and 
compare them with adult performance, we obtain signif- 
icant, but low, correlations. A man who is not a natural 
athlete is unlikely to run the four-minute mile; but many 
men who are natural athletes have never come close to that 
goal. A man who is not “naturally” intelligent is unlikely 
to star in science; but many intelligent scientists are not 
stars. 

A good athlete is born when a man with some natural 
endowment, by dint of practice, learning, and experience, 
develops that natural endowment into a mature skill. A 
good executive is born when a man with some natural en- 
dowment (intelligence and some capacity for interacting 
with his fellow men) by dint of practice, learning, and ex- 
perience develops his endowment into a mature skill. The 
skills involved in intelligence, design, and choosing activ- 
ities are as learnable and trainable as the skills involved in 
driving, recovering, and putting a golf ball. 


—HERBERT A. SIMON, The New Science of 
Management Decision. 
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Creating the Conditions for Growth on the Job 
GLENN D. CLARK 
In developing its Four-Step Job-Understanding Program, Whirlpool 


Corporation has found that it possesses not only an effective manage- 
ment development tool but also an important tool for managing itself. 


The Former Mental Patient: An Untapped Labor Source? 
JOSEF E. TEPLOW and REUBEN J. MARGOLIN 
The Veterans Administration’s program of hospital-employer coopera- 
tion shows that former mental patients can be successfully restored to 
the world of work—with substantial benefit not only to themselves 
but to industry and to the nation as a whole. 


Developing an Appraisal Program Through Action Research 
. THOMAS A. MAHONEY and RICHARD G. WOODS 
Before instituting a new appraisal program, Northwestern National 
Life Insurance Company decided to try out alternative appraisal tech- 
niques—and assigned the research job to its own managers. 


Some Guideposts for Administering Discipline 
RICHARD L. SCHIFFER 


The system of corrective discipline embodied in most union contracts 
presents a number of pitfalls of which management is often unaware. 


Determining Cost-of-Living Allowances for Overseas Personnel 
JAMES E. BOYCE 
Many U.S. companies operating abroad are subsidizing unnecessarily 
high standards of living for some of their overseas personnel, and 
penalizing others. Here is an explanation of how the distortions arise. 


The Personnel Activity Index: A New Budgeting Tool 
W. C. JACKSON 
The Adams Division of LeTourneau-Westinghouse Company has ex- 


plored a new way to determine the staffing requirements of the per- 
sonnel department, on the basis of its varying work load. 





Personnel Management: Future Problems and Opportunities 53 
ALBERT F. WATTERS 
A number of important new influences at work in business today are 
bringing about significant changes in the nature and scope of the 
personnel function. 


Fair Pay Fairly Arrived at: The Burroughs Exempt Program 
GORDON F. KNIGHT, J. M. BRIDGMAN, and E. R. WENDT 
Burroughs Corporation’s new compensation program for exempt per- 
sonnel has been designed to keep salaries competitive and equitable 
and—no less important—to convince the employees themselves that 
they are being fairly rewarded for their efforts. 


Research Management: Some Clues for Selection 
MILTON M. MANDELL 


Which managerial openings in research departments should be filled 
by professionals—and how can the potential managers in these depart- 
ments be spotted and moved up the line? 


DEPARTMENTS 
People at Work 
From the Arbitration Docket 
Correspondence: Development: From Within or from Without? 
Communications Clinic 
Personnel Bookshelf 
Who's Who in This Issue 
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Profitability 


Is rT GOOD BUSINESS to invest in a com- 
pany with an employee profit-sharing 
plan? On the face of it, it might well 
seem—and in fact is often argued—that 
profit sharing is detrimental to the in- 
terests of stockholders, since payments 
or credits to the participating employ- 
ees represent funds that presumably 
would otherwise be available for dis- 
tribution as dividends. Not so, say prof- 
it-sharing enthusiasts. The stockhold- 
ers’ loss is more than made up by the 
increased profitability accruing from 
the incentive value of a profit-sharing 
plan. In the final analysis, the investor 
is better off because of the increased 
sales and/or reduced costs resulting from 
the impact of the plan on the employee 
group. 

In an attempt to determine which of 
these opposing points of view is closest 
to the truth, the Profit Sharing Re- 
search Foundation recently examined 
the earnings records for the years 1952- 
58 of the nation’s 14 largest department 
store chains. Seven of the chains had 
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employee profit-sharing plans, mostly 
of the deferred type; the other seven 
had not. 

The two groups were compared on 
eight counts: Net income to net worth; 
net income to sales; approximate earn- 
ings for employee for 1958; sales; net 
worth; average market price per com- 
mon share; earnings and dividends per 
common share; and growth of the in- 
vested dollar. All basic financial data 
were taken from public records. 

On all eight measures, the chains 
with profit-sharing plans fared better by 
surprisingly wide margins, the study 
found.® Thus the profit sharers’ ratio 
of net income to net worth increased 
over the seven-year period, while that 
of the non-profit sharers, which was 
smaller to begin with, declined still fur- 
ther. Similarly, the profit sharers showed 
an increasing ratio of net income to sales 
and the non-profit sharers a falling one. 

Again, while the sales of the profit- 











*jJ. J. Jehring and B. L. Metzger, The Stock- 
holder and Employee Profit Sharing. Profit Shar- 


ry Foundation, Evanston, Ill., 1960. 





sharing group increased by 35.2 per 
cent, those of the non-profit sharing 
group increased by only 22.6 per cent. 
Approximate earnings per employee in 
1958 were $687 and $461 respectively; 
and though the average market price of 
the stock of both groups rose over the 
period studied, that of the profit shar- 
ers advanced at more than double the 
rate of the other group. On their record 
of earnings and dividends per share, the 
profit sharers were likewise well ahead. 
As for the final measure—growth of 
the invested dollar—the figures showed 
that a stockholder who had invested 
in the profit-sharing group in 1952 
would have been 21.5 per cent better off 
by 1958 than one who had invested an 
equal sum in the non-profit sharing 
group. 

Obviously, it would be premature to 
conclude, on the basis of this small sam- 
ple, that profit-sharing plans exert an 
important and favorable effect upon 
company earnings. Nevertheless, the 
evidence does uphold the view that over 
the long pull stockholders gain rather 
than lose when part of a company’s 
profits are returned to those whose di- 
rect efforts have made them possible. 


Hiring Practices and the 
Older Worker 


THE LABOR DEPARTMENT'S reiterated 
warnings that the continued growth of 
the economy, coupled with the coming 
labor shortage, will necessitate the lift- 
ing of all traditional barriers to em- 
ployment seem to be falling thus far on 
deaf ears. At all events, a recent sur- 
vey among 300 of the nation’s largest 
corporations discloses that the preju- 
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dice against hiring older workers— 
probably industry’s most neglected 
source of manpower—remains as firmly 
entrenched as ever.* 

The survey, which was carried out 
last year by Dr. James R. Morris, a sen- 
ior economist with the American En- 
terprise Association, covered companies 
having almost three million employees 
on their payrolls. Of the 152 companies 
completing the questionnaire, some- 
what less than two-thirds were indus- 
trials. Commercial banks and merchan- 
dising, transportation, life insurance, 
and utility companies made up the re- 
mainder of the sample. 

Among other questions, the compa- 
nies were asked to state the age above 
which they generally did not hire new 
workers. Fourteen per cent of the re- 
spondents gave 45 or lower as their age 
limit for hourly male workers. The same 
age limits for salaried male workers 
were reported by 22 per cent; for hourly 
female workers, by 21 per cent; and for 
salaried female workers, by 25 per cent. 

The proportions of companies with 50 
(or lower) as their maximum hiring age 
were considerably greater. Thus, 34 per 
cent applied this limit to their hourly 
male workers, and 40 per cent to their 
male salaried workers. For female work- 
ers, the comparable figures were, hourly 
rated, 36 per cent; salaried, 41 per cent. 

Inasmuch as a number of the respond- 
ents did not answer the question or sim- 
ply said that their state laws prohibited 
discrimination, it seems probable that 
age restrictions are still more prevalent 
*jJ. R. Morris, Employment Opportunities in 


Later Years. Foundation for Voluntary Welfare, 
Burlingame, Calif., 1960. $2.50. 
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than these figures would indicate. But 
even taken at their face value, they show 
clearly enough that present hiring prac- 
tices work to the detriment of the more 
skilled members of the labor force. Hour- 
ly workers, both male and female, en- 
counter less age discrimination than do 
their salaried counterparts. 

Some interesting differences among 
the industry sub-groups also emerged 
from the survey. Least prone to discrim- 
inate on the grounds of age were the 
transportation companies, who reported 
60 as their lowest maximum hiring age 
for both hourly and salaried workers, 
male and female. Least inclined to look 
with favor on the older applicant were 
the utility companies, where the lowest 
maximum hiring ages reported were 30 
for male workers and 25 for female. 

Replies to other sections of the ques- 
tionnaire also showed that, though age 
restrictions in hiring are usually deter- 
mined at a relatively high management 
level, the reluctance of line supervisors 
and department heads to accept older ap- 
plicants was often responsible for many 
older people’s being turned away. Thirty- 
six per cent of the respondents said that 
if two equally qualified applicants were 
sent to a supervisor, the younger appli- 
cant would usually be hired. Only 3 per 
cent said that the older one would be 
chosen. The remaining 61 per cent said 
they did not know which of the two 
would be picked for the job; but from 
write-in comments it was clear that 
many of these “don’t know” responses 
were simply evasions and that the bias in 
favor of the younger applicant is even 
more marked than the 36 per cent figure 
would suggest. 


The Certified Supervisor 

A FAIR NUMBER of companies with super- 
visory training programs present certifi- 
cates to their trainees upon satisfactory 
completion of the course. Mostly, the on- 
ly purpose served by these documents is 
to provide some slight fillip to the super- 
visor’s self-esteem. It may well be doubt- 
ed, however, whether the prospect of re- 
ceiving an ornamental scroll, even 
though signed by the company president 
himself, spurs many supervisors to seek 
training of their own accord, or increases 
their enthusiasm for courses their bosses 
elect to send them on. 

One firm that has exploited the incen- 
tive value of certification along more re- 
alistic lines is Temco Electronics & Mis- 
siles Company, of Dallas, Texas. Follow- 
ing a survey some years back that pin- 
pointed a number of supervisory training 
needs, Temco established a five-unit 
training program, of which the first unit 
is a pre-supervisory course open to any 
employee who can meet the company’s 
supervisory test standards. The remain- 
ing four units are for incumbent or new- 
ly promoted supervisors. 

Every Temco supervisor who success- 
fully completes the courses in Units II, 
III, and IV that are applicable to his 
function and who has had two years in 
supervision receives a framed certificate 
and a 6 per cent wage increase. Supervi- 
sors whose salaries are beyond the mid- 
points of their rate ranges and who have 
not secured certification receive no fur- 
ther increases until they do become cer- 
tified. Certified supervisors of less than 
two years’ standing receive their increas- 
es when their two years are completed. 

Not surprisingly, Temco supervisors 





manifest little of the resistance to train- 
ing encountered in some other organiza- 
tions. But the question, of course, re- 
mains: Does the training itself accom- 
plish anything? Follow-up studies thus 
far indicate that it has definitely im- 
proved both technical skills and manage- 
rial techniques and has led to a better un- 
derstanding of the company and its prob- 
lems. 

A full report on the design, content, 
and evaluation of this program is avail- 
able to interested companies. Readers 
wishing to obtain a copy should write 
Messrs. V. V. Bruce and J. H. Norman, 
Temco Electronics & Missiles Company, 
P.O. Box 6191, Dallas 22, Texas. 


The Quest for Management Talent 


EXECUTIVE RECRUITING, otherwise vari- 
ously known as pirating, head-hunting, 
and body-snatching, is likely to remain 
a top management headache for some 
time to come, according to the findings of 
a recent report by a group of graduates 
of the Harvard Business School.* Despite 
the tremendous growth of company man- 
agement development programs in recent 
years, the demand for capable managers 
still so far outruns the supply that be- 
tween 6,000 and 8,000 senior management 
posts are now filled each year from the 
outside, the researchers estimate. And few 
signs of any diminution in this trend are 
in sight, they conclude. 

The study took the form of interviews 
with over 100 top executives, manage- 


* A. J. Benis et al., Executive Recruiting: How 
Companies Obtain Management Talent. Execu- 
rts Associates, Box 375, Lake Forest, 


tive Repo! 
Ill., 1960. $12.50. 
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ment consultants, and executive recruiters 
in business centers across the country, 
coupled with a questionnaire survey 
among presidents of 500 leading com- 
panies. Most of the interviewees thought 
that finding competent men would be a 
continuing or increasing problem for 
their companies in the future. Interest- 
ingly enough, though, few of them 
seemed to envision themselves as likely 
to be on the losing end of the recruiting 
deal—about three-quarters expected that 
their executive losses would be relatively 
minor in the years ahead. 

Among the respondents to the ques- 
tionnaire, there was general agreement 
that the most important inducements a 
company has to offer in its attempt to 
recruit an able man from another organ- 
ization are: opportunity for advance- 
ment and greater responsibility. These 
two factors easily headed the list of most 
effective lures. Third came plain old 
money. Nearly half those answering, 
however, mentioned higher salary as one 
key inducement. Though money may no 
longer be the sole consideration, evidently 
it still exerts a positive influence on an 
executive’s decision to make the switch. 

As for the ethics of recruiting in gen- 
eral, though the study uncovered some 
companies that frowned on the whole 
practice, most apparently accepted it as 
one of the inescapable facts of business 
life. On the whole, it seems to be fairly 
well agreed that pirating is all right, pro- 
vided you play the game according to the 
rules. Or, as one company president put 
it, “It’s not unethical per se to hire execu- 
tives from other companies. It depends 
entirely on how you do it.” 








RESPONSIBILITIES A WORK 


Here’s the thinking bebind 
Whirlpool Corporation’s four-step 
program aimed at... 
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Creating the Conditions for 
Growth on the Job 


GLENN D. CLARK 


Director, Management Development 


Whirlpool Corporation 
St. Joseph, Michigan 


Soa YEARS AGO, one of our divisional 
personnel managers was approached 
by an executive who had been hired 
about three months earlier at a salary 
in the $20,000 bracket. “Can you ex- 
plain to me,” the executive asked, 
“just what my job is supposed to be?” 
Somewhat taken aback, the person- 
nel manager said, “It seems to me you 
should be talking to your boss about 
that.” 
8 


Said the puzzled executive, “I did. 
But all he told me was that I’m doing 
fine—and to go on doing just what 
I'm doing now.” 

This is merely an extreme example 
of a situation that, in varying degrees, 
is remarkably widespread in indus- 
try. It’s amazing, in fact, how few 
managers really know what their job 
responsibilities are, the level of per- 
formance that is expected of them, 
what specific steps they could take to 
improve their performance, or how 
well they are doing in the eyes of 
their bosses. 

More than one study has found that 
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managers and their immediate su- 
periors frequently fail to agree on what 
the subordinate’s job actually entails— 
and everyday observation will confirm 
that this lack of understanding be- 
tween the echelons tends to widen as 
a man progresses up the organiza- 
tional ladder or moves from specific 
production assignments into staff and 
advisory positions. 

This general lack of clarity in job 
definition and understanding imposes 
a twofold burden on the enterprise. A 
business organization is, in essence, 
a group of people working toward a 
set of common goals, with each per- 
son responsible for a specific segment 
of the total effort. Since these indi- 
vidual contributions are complexly 
interrelated, ineffective performance 
on the part of one man necessarily af- 
fects the ability of others to function 
at their best. 

This principle is readily apparent in 
a small company, where the effect on 
the whole organization of the incom- 
petence of, say, the firm’s only ac- 
countant immediately makes itself felt. 
But where the total responsibility for 
a management function is divided 
among a hundred—or even a thov- 
sand—men, the consequences of one 
man’s substandard performance are 
not so clearly detectable. Nevertheless, 
they can be far-reaching indeed. An 
engineer’s failure to meet his respon- 
sibility may result in unnecessarily 
high manufacturing costs. A slipshod 
production superintendent’s work 
may be reflected in excessive service 
costs—or lost customers. The faulty 
calculations of one cost analyst may 


place an entire sales department at a 
competitive disadvantage. 

Such costs of less than satisfactory 
performance in the various segments 
of a business are too seldom assessed, 
or even recognized. All too often, the 
individual manager thinks only in 
terms of his own particular assign- 
ment, and his main concern is to avoid 
being criticized by his superiors. In 
large companies especially, work tends 
to become an exercise in pleasing the 
boss. It is the rare manager who con- 
sistently views his responsibilities as 
part of the complex, interrelated, and 
interdependent patterns that consti- 
tute the total performance of the com- 
pany. 

Yet few of us would disagree with 
the premise that work carried out with 
a clear understanding of its relation 
to the objectives of the company as a 
whole is better performed and better 
motivated. If this premise is sound, 
surely one way to improve operating 
efficiency is to get people to view their 
jobs not as a self-contained task but as 
a responsibility to be fulfilled within 
the larger framework of the total com- 
pany operation. This is possible, how- 
ever, only when each manager under- 
stands what his responsibilities are 
and how they relate to the over-all 
goals of the enterprise. 


The Climate for Growth 


I mentioned earlier that the lack of 
job understanding imposes a twofold 
burden on the company. If one of 
these burdens is the cost of less than 


optimum performance by people who 
are task- instead of responsibility- 
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oriented, the second and even greater 
burden lies in the failure of managers 
at all levels to realize their potential 
capacity to shoulder broader respon- 
sibilities. Every company’s ability to 
realize its full profit-potential is, to a 
remarkable degree, a reflection of the 
ability of its individual managers to 
realize their full growth-potential. 

It will generally be agreed that a 
man develops primarily through ex- 
perience on his job. On the other 
hand, few would dispute that the cli- 
mate for growth varies greatly with 
the nature of the working relations 
that exist on the job. Yet, in practice, 
growth is all too often expected to 
follow automatically from experience, 
as a kind of inescapable fact of life. 
Where companies do take active steps 
to promote growth, their efforts typi- 
cally center largely on the professional 
conference, the workshop, and the 
university extension service. Industry 
as a whole might well consider di- 
verting part of the cost of such outside 
efforts to a search for ways and means 
of creating a general climate for 
growth in and through performance 
of the job. 

Observation suggests that a favor- 
able climate for manager-growth has 
these characteristics: 


® Both superior and subordinate are 
fully aware that a manager develops pri- 
marily through the performance of his 
job—#f the job is planned to foster growth. 
® The subordinate recognizes that he is 
responsible for his own development as a 
manager—and that no one else can “de- 
velop” him. Further, he recognizes that 
growth is largely the result of a planned 
effort that he alone can initiate and sus- 
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tain—and that an essential part of his own 
growth is his acceptance of decision-mak- 
ing responsibilities, along with the risks 
that these entail. 
®& There is mutual understanding of the 
specific areas of responsibility involved in 
the job and the standards of performance 
that the subordinate is expected to meet. 
> The superior recognizes that a major 
part of his skill in managing lies in pro- 
viding a climate that permits growth, and 
that the chief characteristic of this climate 
is a willingness on his part to delegate 
responsibility. It follows, therefore, that 
the subordinate must be free to err and 
must be prepared to accept, within reason, 
the consequences of his mistakes. 
> There is a general understanding that 
each job within the company is a segment 
of the company’s job as a whole, and that 
all these segments must be consciously 
interrelated in order to achieve the com- 
pany’s common objectives. It is also under- 
stood that, as the common objectives are 
altered or modified, individual job efforts 
must reflect these changes. 

Within this concept, management 
development becomes a process of 
finding the tools with which to spur 
managers at all levels to work actively 
at creating the desired conditions for 
growth on the job. 

Our effort to achieve this end in 
Whirlpool Corporation comprises four 
distinct steps—and, for want of a bet- 
ter phrase, we have come to refer to it 
as our Four-Step Job-Understanding 
Program. Actually, as the program de- 
veloped, we began to see that we had 
in our hands not only a management 
development tool but also an impor- 
tant tool for managing itself. It has 
become increasingly clear to us that 
as we increase the proficiency of the 
organization in the use of this tool we 
shall be meeting performance goals 
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for the company more effectively, as 
well as improving individual per- 
formance and realizing individual 
growth-potential to a greater degree. 

We began by isolating the basic ele- 
ments in a favorable growth climate. 
The proper conditions for growth, we 
concluded, exist only when superior 
and subordinate have agreed: 

1. On the specific areas of responsi- 
bility of the subordinate’s job in terms 
of the end results ‘desired. 

2. On the expected standard of per- 
formance in each area of responsibil- 
ity. 

3, On a work plan for achieving the 
desired results in each area of respon- 
sibility, always in accordance with the 
over-all objectives of the company. 

4. To review periodically how far 
standards are being met, and the ex- 
tent to which revisions are needed in 
work plans, standards, and/or areas of 
responsibility. 

This gave us a simple, four-point 
approach—though we soon found that 
its simplicity was not altogether an 
advantage. It had a basic logic that 
line managers quickly accepted. After 
all, it’s only common sense that a man 
and his boss should both agree on 
what the job entails, the standards of 
performance he is expected to reach, 
how he plans to accomplish his goals, 
and the need for evaluating results. 
It is not difficult, either, to convince 
most people that mutual understand- 
ing in any of these matters cannot be 
taken for granted. It was easy enough, 
therefore, to “sell” the approach in 
principle to our line people. 

Unfortunately, the very fact that a 


program of this kind is so readily ac- 
ceptable leads everyone to assume 
that nothing more is needed than to 
explain it to all concerned and decree 
that it be carried out. The job of im- 
plementation is actually much more 
complex than this. 

When we first began to put down 
on paper statements of job responsibil- 
ities and performance standards, we 
soon found that the puzzled executive 
I mentioned at the outset had his 
counterparts, in one degree or an- 
other, throughout the organization. 
Despite a remarkably widespread as- 
sumption to the contrary, merely 
bestowing the title “Director of Indus- 
trial Relations” or “Director of Pur- 
chasing” does not automatically 
endow the holder of the position in 
question with a definitive understand- 
ing of what is expected of him. 

Our first attempts to formulate sat- 
isfactory statements showed us that 
we needed some sort of mechanism 
for putting the program into effect. 
Accordingly, we devised a simple 
form primarily for helping each par- 
ticipant in the program to see the plan 
as a whole. Its secondary purpose is to 
furnish a systematic record of the con- 
ferences that have taken place and 
the understandings that have been 
reached. The form provides a medium 
for control and thus becomes a tangi- 
ble pressure on superiors and subor- 
dinates to get the job done. 

It is divided into four columns un- 
der the following heads: 

1. Areas of Responsibility. These are 


to be described in terms of the results 
to be achieved. 
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2. Standards of Performance. A de- 
scription of the conditions that will exist 
when the standard has been met. 

3. Work Plans. The specific things that 
are to be accomplished within a desig- 
nated time in order to meet or to exceed 
performance standards. 

4. Review of Progress. A statement of 
plans for improvement, particularly in 
areas where performance has fallen be- 
low standard. 


Each department head and each 
manager reporting to him gets one 
of these forms. The superior is respon- 
sible for explaining the program cei- 
ther to the group as a whole or at in- 
dividual sessions with his men. It is 
up to each subordinate, however, to 
develop his own statement of respon- 
sibilities, performance standards\ and 
work plans. We feel that giving him 
the initiativein drawing up these 
statements contributes to his sense of 
proprietorship in the job. 

Our experience has been, however, 
that when the subordinates first try 
their hand at drafting their statements, 
all we get is either a series of vague 
generalizations or an _ encyclopedic 
listing of every little task involved in 
the job. Further discussions between 
superior and subordinate are neces- 
sary, therefore, to clarify the subordi- 
nate’s job responsibilities and the 
standards he is expected to meet. This 
process of arriving at a common un- 
derstanding is in itself a contribution 
to the development of both parties. In 
fact, the real value of the whole pro- 
cedure lies in these discussions, with 
the mutual understanding that results 
from them, rather than in the words 
that finally appear on the form. 
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So much, then, for the over-all de- 
sign of the program. Let us now take 
a closer look at the problems entailed 
in actually carrying out our four steps. 


Defining Areas of Responsibility 

The most common difficulty in de- 
fining areas of responsibility follows 
from the widespread tendency to con- 
fuse the results desired with the means 
whereby these results are to be 
achieved. For example, a machine- 
shop foreman supervising a bank of 
gear hobbers has the basic responsibil- 
ity for: 


1. Maintaining a schedule of gear produc- 


tion. 
2. Adhering to a specified level of quality. 
3. Operating within a cost budget. 


To fulfill this responsibility, he must 
employ a variety of means—that is to 
say, management tools. These tools 
will include such things as insuring 
proper equipment maintenance; con- 
trolling his budget; and communi- 
cating, controlling, supervising, coun- 
seling, and otherwise managing the 
people under his supervision. 

The final outcome of his efforts is 
the manufacture of gears. The various 
management techniques he employs 
provide the means for discharging 
this responsibility. When there is fail- 
ure to differentiate between the two, 
we get such statements of responsibil- 
ity as “keeping up good relations with 
other departments,” “maintaining 
good employee relations,” “communi- 
cating with my people,” “seeing that 
maintenance takes care of my depart- 
ment,” and so on. 
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Now, eliminating these manage- 
ment tools and methods from the 
definition of areas of responsibility 
does not imply that they are unim- 
portant. It merely clarifies the distinc- 
tion between ends and means. Once 
the individual has grasped this dif- 
ference, he is able to see more clearly 
how his job relates both to the func- 
tion of his department and to com- 
pany objectives as a whole. As the 
relation between individual work 
goals and over-all company objectives 
becomes increasingly clear, the in- 
dividual is impelled more and more 
to identify himself with the company. 


Setting Performance Standards 


Performance standards, as has been 
said, are described in terms of the 
conditions that will exist when the 
standard has been met. The standard 
of the gear-hobber foreman may per- 
haps be defined as having been met 
when he makes production schedules 
on a weekly basis; that of the sales- 
man, when he meets monthly sales 
quotas; and that of the public rela- 
tions man, when press and radio cov- 
erage reflect good company-commu- 
nity relations. Here again, standards 
should be expressed in terms of the 
end results to be accomplished, not of 
how well the tools and techniques for 
achieving these ends are to be used. 
This does not gainsay, however, the 
importance of tools and techniques in 
meeting performance standards. 

Since standards are measures of 
performance, they should be quanti- 
fied wherever practicable. But for 
more intangible jobs where quantifica- 


tion is difficult, if not impossible, 
standards must, of necessity, become 
qualitative. Standards for the produc- 
tion man are easy to quantify, but the 
public relations man’s performance is 
not so readily measurable. Indeed, it 
has been argued that there are some 
jobs for which standards of perform- 
ance cannot be set at all because of the 
intangible nature of the results aimed 
at. To this we answer that either we 
set standards or we do not evaluate 
performance. 

Our hope is that once standards 
have been set they will become more 
realistic and accurate as they are re- 
fined through practical application. 
We also hope that performance stand- 
ards will gradually rise as individual 
performance improves. 

In effect, the search for adequate 
performance standards throughout all 
functions of the company is a search 
for adequate management controls. 
The very process of developing and 
using these controls results not only in 
better individual performance but in 
the upgrading of the over-all per- 
formance of the corporation as well. 


Developing Work Plans 

The third step in our program is 
the development of a work plan. This 
consists of written statements of the 
specific ways by which the individual 
manager proposes to meet or exceed 
the standard he has already estab- 
lished. He is also required to formu- 
late his future plans for improving his 
present job performance. 

Such plans for improvement might 
include special training in some defi- 
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nite skill, whether this be accounting 
or cost-control procedures, human 
relations, blue-print reading, or report 
writing. Or they may take the form 
of proposals for the establishment of 
some new procedure, a change in a 
floor layout, the addition of a piece of 
special equipment, or a campaign for 
reducing scrap or improving quality. 

Thus, the advertising manager’s 
work plan might provide for closer 
control of agency billings or for the 
re-examination of consumer media to 
secure better coverage of the most 
favorable market for the company’s 
products. The gear-hobber foreman 
might perhaps draw up a definite pro- 
gram for reducing absenteeism in his 
department, a new plan for improv- 
ing the quality of an unsatisfactory 
gear, or a plan for reducing his costs 
through better manpower manage- 
ment. 

In formulating a work plan, there 
is always a tendency to take refuge in 
generalizations, such as “reduce ab- 
senteeism,” “watch quality,” “reduce 
costs.” These phrases are not plans. 
The record sheet should state briefly 
but specifically what the subordinate 
proposes to do and his superior has 
agreed upon as an intelligent way to 
improve performance in a definite area 
of activity. 

In short, the purpose here is not to 
structure the whole job, nor to review 
things already being done satisfacto- 
rily. It is rather to specify blocks of ac- 
tivity that have beginning and ending 
dates, indicating precisely how im- 
provement is to be achieved, whether 
by means of the manager’s increased 
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skill or as the result of doing things 
differently from the way they have 
been done previously. 

The discussion in which the su- 
perior and subordinate arrive at an 
agreement on the latter’s work plan 
serves several purposes besides evalu- 
ating the specific course of action un- 
der consideration. It provides an op- 
portunity, for example, to focus fresh 
attention on current departmental, di- 
visional, and company problems and 
goals as they relate to the subordinate’s 
particular responsibility. It also helps 
to point up ways in which he can 
make a special effort to alleviate some 
temporary setback affecting the oper- 
ation. Most important of all, perhaps, 
the discussion can establish a pattern 
for the regular coaching of the suber- 
dinate by his boss in the use of the 
management techniques and tools re- 
quired for the effective performance 
of his job. 


Reviewing Progress 


Our fourth and final step—review 
of progress—takes the form of a meet- 
ing between the superior and subor- 
dinate at which they discuss, in terms 
of the results for which the subordi- 
nate is held accountable, how well he 
has done in meeting standards and 
completing his work plans. Because 
of its emphasis on results, we call 
this step a result-centered performance 
review. As a means of control, we ask 
that this review take place at least an- 
nually; ideally, it should be held 
whenever the need arises. 

As in the other three steps, the 
subordinate is expected to take the in- 
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itiative in discussing his progress and 
his problems, and what he proposes to 
do about them. This is not a process 
of “baring his soul” or giving himself 
a performance review while his su- 
perior stands by. Rather, it is his re- 
port of the progress he thinks he has 
made toward accomplishing the re- 
sults for which he is being held ac- 
countable. The superior, for his part, 
from his own observations of the 
man’s performance, points out the 
things the subordinate may have over- 
looked, makes suggestions and rec- 
ommendations, and disagrees with 
him when necessary. Specifically, he 
calls attention to the managing skills 
and personal attributes that might in- 
crease the man’s effectiveness in meet- 
ing his responsibilities. It should be 
noted that the review is as flexible in 
content as it is in frequency. Some 
discussions may cover the whole job; 
others, only certain responsibilities. 
They should always focus, however, 
on results—how they are to be at- 
tained and what success has been 
achieved in reaching goals previously 
set. 

Since this type of performance re- 
view focuses attention on the more 
tangible measures of performance, it 
becomes a challenging, two-way dis- 
cussion of the possible means of 
achieving the results that both supe- 
rior and subordinate have agreed are 
the responsibilities of the job. In this 
respect it differs from the kind of 
performance review that centers on 
personality and behavioral traits. The 
superior is thereby freed from the ju- 
dicial role that the personality-cen- 


tered performance review forces him 
to assume. Because an objective discus- 
sion about results and the means for 
their attainment is not so personal a 
matter, it is a more palatable under- 
taking for the average supervisor, and 
he is less inclined to resist the use of 
this particular management tool.* 

The result-centered performance re- 
view, in fact, offers a number of ad- 
vantages over the conventional ap- 
praisal interview that focuses primari- 
ly on personality traits: 


> It is based on responsibilities, perform- 
ance standards, and work plans to which 
both parties to the review have previously 
agreed. The discussion is summarized in 
writing so that misunderstanding is mini- 
mized. 

® Management skills and personal attri- 
butes are discussed only in relation to the 
results aimed at. This avoids the impasse 
that often arises when superior and subor- 
dinate differ in their philosophies and 
values. Instead, the two are able to weigh 
objectively any differences they may have 
as to which management tools are best 
suited to carry out the subordinate’s re- 
sponsibilities, and the value judgments of 
the superior are limited to his assessment 
of the results that have actually been 
achieved. 

> It is up to the subordinate to explain 
to his boss his program and plans for the 
future. Since the initiative belongs to him, 
he can look upon the review with equa- 
nimity. It is a mutual discussion—not a 
threatening situation in which the boss 
may feel called upon to find something 
to criticize in the subordinate’s work. 

> The subordinate shares the responsi- 
bility for seeing to it that the discussion 


* For some evidence that this often-cited objec- 
tion to the personality-centered appraisal inter- 


view may have little foundation in fact, see T.A. 
Mahoney and R.G. Woods, “Developing an Ap- 
praisal Program Through Action Research,” pp. 
25-31 of this issue. 
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genuinely contributes to his improved per- 
formance. He is no longer able to say, “My 
boss didn’t give me a good review,” be- 
cause he is equally responsible for seeing 
that the review succeeds in charting his 
future course of action. 

> Finally, the superior is relieved of the 
onus of sitting in judgment on the be- 
havior of his subordinates. Instead, he as- 
sumes the role of leader and teacher. 


It should be noted, however, that 
the benefits listed above are depend- 
ent upon the assumption that both 
superior and subordinate accept the 
following premises: 

1. People are most productive when 
they have full freedom to plan and 
carry out their jobs—to run their own 
show. This principle must be extend- 
ed to the limits of practicality in every 
situation. 

2. People work more effectively to- 
ward their own improvement when 
they decide for themselves what their 
improvement needs are. Thus, the su- 
perior’s responsibility becomes the 
task of providing encouragement and 
guidance instead of telling the subor- 
dinate what he must do to improve. 

When these premises are accepted 
wholeheartedly on both sides, the per- 


formance review becomes a meaning- 
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ful experience for the boss as well. Not 
only does it contribute to his own de- 
velopment as a supervisor—it also pays 
off in improved performance for his 
department. 

Whether our four-step program for 
job understanding will ultimately 
prove its worth in dollars and cents 
cannot as yet be determined. We need 
more experience with it than we have 
had thus far. It should be remem- 
bered that it is an experiment that is 
taking place in a diversified company 
with a high degree of divisional auton- 
omy, particularly in matters of this 
kind. As is only to be expected, our 
functional units have varied consider- 
ably in the extent to which they have 
endeavored to apply the principles of 
the program to their particular opera- 
tions, as well as in their interpretation 
of the procedure to be followed. At 
this point, there are some clear indi- 
cations, however, that performance is 
improving wherever the program is 
being systematically followed. We are 
finding, too, that it is building not 
only better job understanding on the 
part of each individual manager but 
also much more satisfactory superior- 
subordinate relations at all levels. 


Foreign Fringes 


Frince senerits, which may add 20 to 30 per cent to an American employer’s wage 
bill, are often even more extensive—and expensive—overseas, according to a study 
conducted by the First National City Bank of New York. In Italy, they add nearly 
75 per cent to the average employer’s payroll cost; in France, they cost an extra 50 
per cent; and in West Germany, an extra 44 per cent. Compulsory contributions to 
governmental social security programs form: the major item in European fringe pay- 

_ ments. Among other costs are family allowances, housing subsidies, health and recre. 
ation plans, training grants, free or subsidized meals, and free coal. 





Much skill and talent are going to waste because 
of the reluctance of employers to bire former men- 
tal patients—a prejudice that, as the program 
described here demonstrates, has little or no basis 


in fact. 


The Former Mental Patient: 
An Untapped Labor Source? 


JOSEF E. TEPLOW 


Ward Machine Co., Inc. 
Brockton, Massachusetts 


Wanz in recent years the employ- 
ment opportunities of physically handi- 
capped people have expanded con- 
siderably, comparable strides have not 
been made in the employment of for- 
mer mental patients, who still have a 
hard row to hoe in their attempt to 
find a place for themselves not only in 
the community but also in the econo- 
my. Progress in combating mental ill- 
ness itself has been heartening, but 
logic suggests that it should be fol- 
lowed by an attempt to provide the 
social-industrial atmosphere necessary 
for helping the former patient be- 
come once again a useful member of 
society. In fact, there is now good evi- 
dence that an impressive number of 
chronically hospitalized patients can 
be successfully rehabilitated through 
gainful employment. 

Some remarkable results have 
already been obtained through a reha- 


REUBEN J. MARGOLIN 


V. A. Hospital 
Brockton, Massachusetts 


bilitation plan known as the Member- 
Employee Program, whichis now being 
conducted in 40 Veterans Adminis- 
tration psychiatric hospitals.’ Briefly, 
it works as follows: When a patient 
reaches a certain level of recovery, he 
is hired by the hospital for a period of 
*P. Peffer et al., Member-Employee Program: 
A New Approach to the Rehabilitation of the 


Chronic Mental Patient. Brockton Veterans Ad- 
ministration Hospital, Brockton, Mass., 1957. 
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time lasting anywhere from three 
months to a year. He is paid a salary 
and is expected to fulfill the same du- 
ties and responsibilities as any regular 
employee. Once the patient has at- 
tained satisfactory work performance, 
the supervisor in charge of the pro- 
gram, a V. A. counseling psychologist, 
finds him a job with an outside com- 
pany. At this point close liaison is es- 
tablished between the employing com- 
pany and the hospital. The supervisor 
gives the employer a rundown on the 
skills and aptitudes of the Member- 
Employee (as the former patient is 
called), together with a brief history 
of his illness. Thereafter, the supervi- 
sor keeps in touch with the Member- 
Employee and the company on a regu- 
lar basis until the worker has been 
completely integrated into the com- 
munity. In addition, the supervisor is 
always available to both of them for 
advice or consultation. 

The Member-Employee Program, 
or any program for restoring mental 
patients to the work commuitiity, has 
two basic requirements: (1) psychiat- 
ric treatment, followed hy a realistic 
work-rehabilitation program in the 
hospital itself and (2) a willingness 
on the part of industry to hire former 
patients and to follow the hospital's 
therapeutic recommendations for help- 
ing them adjust to their jobs. 

The first requirement is empha- 
sized here to caution hospitals against 
assuming that simply because a patient 
is mentally and emotionally ready to 
be discharged, he is also ready for em- 
ployment. On the job, he will be con- 
fronted with stresses unique to the 
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occupational setting —taking orders 
and criticism from a boss, following 
instructions, getting along with fel- 
low employees, and meeting produc- 
tion demands. He can be adequately 
prepared for them only by a work-re- 
habilitation program that simulates 
normal working conditions. 

The contribution of industry must 
also be twofold: the former mental 
patient needs not only the chance to 
prove his ability to hold a job but also 
the sympathetic recognition on the 
part of his employer that anyone who 
has been hospitalized for a long time, 
as mental patients generally are, will 
probably take longer to adjust to a 
new job than the average employee. 
Making industry a partner in the 
therapeutic plan thus increases the 
likelihood of a successful work ad- 
justment. 


The Benefits of Rehabilitation 


But is it worth while for industry 
to put forth this extra effort? There 
are many reasons for believing that it 
is. 
For one thing, the labor needs 
projected for the coming decade, and 
the difficulty we anticipate in trying to 
fill these needs, make it imperative that 
no source of manpower be overlooked. 
And, as the experience of the Member- 
Employee Program suggests, the men- 
tal hospital can be a very good source, 
for among the patients there are po- 
tentially as many kinds and levels of 
occupational skill as there are in the 
general community. According to Dr. 
Ralph T. Collins and Dr. Alan A. 
McLean, psychiatric consultants to 








Eastman Kodak and IBM respective- 
ly, a tremendous amount of skill and 
talent is going to waste because of in- 
dustry’s reluctance to hire recovered 
mental patients.” 3 
Moreover, the employment of these 
people would result in a noticeable 
reduction in the tax burden we all 
share. In the Veterans Administration 
Hospital at Brockton, Massachusetts, 
for example, the average cost per pa- 
tient per day is $17.50, so that the total 
daily cost of the hospital's 1,000 pa- 
tients is $17,500. Many of the patients 
have been there for a number of years. 
In fact, the length of stay of the pa- 
tients eventually placed on the Mem- 
ber-Employee Program generally 
ranges from eight to ten years. An 
analysis of the saving to the taxpayer 
achieved through the successful reha- 
bilitation of 120 Member-Employees 
over a three-year period showed that 
this amounted to roughly $1.5 million. 
Even more significant is the obvious 
fact that a former patient who gets a 
job thereupon becomes a taxpayer him- 
self. In five-and-a-half years, some 300 
Member-Employees of the Brockton 
hospital alone secured jobs, at an aver- 
age weekly salary of $50. Each of 
them has now paid back to the gov- 
ernment approximately $500 a year; 
over a ten-year period, the whole 
group will have paid taxes amounting 
to $1.5 million. If, with modern treat- 
ment and rehabilitation methods, 30 
per cent of the national mental-hospi- 
tal population of 600,000 could be re- 


*R. T. Collins et al., Troubled People on the 
Job. Committee on Occupation and Psychiatry, 
aaa — Association, Washington, 
DC., . 
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turned to the workforce—and this is 
not an unreasonable assumption— 
then the government would gain $900 
million in taxes over a ten-year period. 
Furthermore, on the basis of the aver- 
age state hospital’s daily cost of $5 per 
patient, some $900,000 would be saved 
each day by the restoration of this 30 
per cent to industry. In ten years, the 
nation would achieve an astronomical 
saving of $4,185,000,000. 


Some Widespread Misconceptions 


Industry’s reluctance to hire former 
mental patients, however, is to some 
extent justified: some companies have 
indeed suffered unfortunate experi- 
ences with these people. The blame, 
then, must be shared by the hospitals, 
which have sometimes discharged pa- 
tients not yet fully rehabilitated or ad- 
justed to normal working conditions. 
And naturally, every job failure rein- 
forces the employers’ stereotypes 
about mental patients. 

It might be useful to take a look at 
some of the more common stereo- 
types—and the facts that contradict 
them. 


> 1 don’t want my shop full of nuts. 
Statistics from the National Institute of 
Mental Health indicate that 16,000,000 
citizens, representing one-tenth of our na- 
tional population, suffer from some sort 
of emotional disturbance. We can’t avoid 
hiring people who are, or have been, un- 
der psychiatric treatment. It would there- 
fore be far more realistic to accept people 
known to have been successfully treated 
and rehabilitated. 

> Mental patients are offensive, unsta- 
ble, assaultive, and not responsible for 
their actions. Those who have been ade- 
quately treated and rehabilitated do not 
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present these gross behavioral symptoms, 
and mental hospitals like the V.A. hospi- 
tals guide their placement acitivities by the 
emotional and intellectual capacities of 
the patients involved. 

> I’m willing to hire a mental patient, 
but I’m afraid of the reaction of other 
employees. In the experience of the au- 
thors, the employer’s attitude has a great 
deal to do with whether his employees 
accept or reject a former patient. A firm, 
positive approach is absolutely essential, 
as was demonstrated in the absorption of 
Negroes into defense industries during 
World War II. 

> Once a mental patient, always a men- 
tal patient—he can never be an effective 
worker again. The record of successful 
employment experiences refutes this con- 
tention. Moreover, science is continually 
making new advances in the treatment of 
mental illness. With existing methods of 
treatment and rehabilitation, mental pa- 
tients need no longer be relegated to the 
human scrapheap. 

> Mental patients are good only for un- 
skilled jobs. Or, as some say, Mental pa- 
tients can’t take pressure or accept re- 
sponsibility. This is perhaps the strongest 
of all stereotypes expressed by employers, 
many of whom will not hesitate to hire 
the former patient as a kitchen helper, 
janitor, or factory worker, but turn 
thumbs down on giving him any job re- 
quiring skill or concentration. 

Granted that perhaps the majority of re- 
habilitated patients will function effec- 
tively only at low-level jobs, nevertheless, 
an appreciable number have done very 
nicely as semiskilled and skilled jobs, 
coping with all their attendant pressures 
and responsibilities. 

& This isn’t my problem—leave it to 
the doctors. Many employers see the prob- 
lems of rehabilitation and orientation as 
so overwhelming that it seems senseless 
for them to devote time and effort to 
grappling with them or to reorganizing 
their own thinking. But when the prob- 
lems are handled on an individual basis, 
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as the Member-Employee Program has 
proved, they are not insoluble. Then too, 
if we maintain that these are not our 
problems, to whom shall we assign them? 
Because of his firm belief that men- 
tal patients can be restored to the 
world of work, one of the co-authors 
of this article two years ago inaugu- 
rated in his company a program of 
cooperation with the V.A. Hospital at 
Brockton, Massachusetts. Under the 
plan, the company, Ward Machine Co., 
Inc., hires graduates of the Brockton 
Member-Employee Program whenev- 


er suitable vacancies occur. Five Mem- 


ber-Employees have so far joined the 
firm, two of them as product inspec- 
tors and one each as industrial engi- 
neer, turret lathe operator, and janitor. 
They are all doing well in their jobs, 
and the company plans to hire clerical, 
as well as additional machine-shop, 
workers from the hospital later on. 
Perhaps the most convincing demon- 
stration of the success of this effort will 
be the case history of one man. 
Korman,* a 36-year-old, single, 
white veteran of World War II, was 
originally hospitalized for medical 
reasons. In the course of his treatment, 
he developed auditory hallucinations 
and had to be transferred to a mental 
hospital, where he received a series of 
electric shock treatments. Apparently 
recovered, he was discharged late in 
1954. He returned to school, complet- 
ed his studies for an engineering de- 
gree, and soon jobtained a job as a 
mechanical engineer. After a few 
months, however, he became so ner- 
vous that he had to give up the job. 


* “Korman” is a pseudonym. 





His behavior gradually deteriorated, 
and he developed sexual delusions and 
delusions of persecution. In mid-1956, 
he was admitted to the Brockton V.A. 
Hospital, where his case was diag- 
nosed “schizophrenic reaction, para- 
noid type, chronic, severe.” 

After a short period of rehabilita- 
tion therapy, he was assigned to the 
hospital’s engineering section as an 
engineering aid. On December 7, 
1956, he was approved for the Mem- 
ber-Employee Program. 

Korman’s work and social adjust- 
ment on the program were good, and 
he was soon ready for an outside job. 
There were signs, however, that he 
would not be able to withstand the 
competitive pressures of a normal en- 
gineering job. The Member-Employee 
supervisor therefore advised him to ac- 
cept a lower-level job, but Korman 
refused. Instead, he secured an engi- 
neering position through his own ef- 
forts. Though the prospective em- 
ployer was notified that this job was 
not in keeping with medical recom- 
mendations, he decided to offer it to 
Korman anyway. 

In less than a week, Korman had to 
be hospitalized once again. So that 
some of the gains he had achieved 
might be preserved, he was returned 
to the Member-Employee Program 
rather than to patient status. At first, 
he was sullen and didn’t communi- 
cate much with the program’s super- 
visor. The shock suffered by his self- 
esteem was also reflected in his work 
performance, which was apathetic and 
lackadaisical. But his performance 
gradually improved, and on Septem- 
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ber 24, 1958, his work supervisor sub- 


mitted the following report on his 
progress: 

Mr. Korman has been working under my 

direct supervision for two years. During 

this period, I have observed him to be 
trustworthy, reliable, dependable in as- 
signments, interested in his work, and 
anxious to please... . [His work] has 
been extremely varied, covering such 
assignments as time and motion studies, 
station electrical surveys, including light- 
ing and power. He has done a considera- 
ble amount of drafting, confined predom- 
inantly to tracings, sketches, and marking 
up existing drawings to indicate day-to- 

day changes. This drafting has been of a 

structural as well as a mechanical nature 

and has encompassed the majority of the 
building trades. 

Mr. Korman has an excellent capacity for 

any work involving calculations, such as 

statistical computations determining load 

capacities of electrical circuits and trans- . 

formers. His primary interest would be to 

do a good, thorough job. 

Once again, Korman was encour- 
aged in his counseling sessions to re- 
duce his level of aspiration, and this 
time he agreed to a realistic job objec- 
tive. He was also encouraged to ac- 
cept foster home care rather than to 
live by himself. On being discharged 
from the hospital, he secured a job 
through the Member-Employee Pro- 
gram. 

Korman’s new employer took a keen 
interest in his rehabilitation program 
and agreed to follow the hospital’s 
recommendations. Korman was dis- 
charged from the program, was placed 
in a foster home, and was continued 
on his tranquilizing medication. 

This threefold combination—a job 
with a therapeutically oriented em- 
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ployer, a home with understanding 
foster parents, and a maintenance dos- 
age of medication—should enable him 
to remain in the outside community 
indefinitely. He has now been on the 
job for a year and a half and, despite 
some problems, has made an excellent 
work adjustment. 

His employer offers the following 
account of his progress: 


When Korman first came to work for us, 
he was assigned duties as a tracer or 
draftsman at which he showed some pro- 
ficiency. He had a rudimentary under- 
standing of engineering principles and per- 
formed his duties slowly but well. His 
behavior was quite pleasant, but he kept 
himself aloof from all but those people 
with whom he had to deal directly in 
the course of his job. His relation to his 
immediate supervisors was strictly busi- 
nesslike. At no time was anxiety or hos- 
tility evident. During his early employ- 
ment, contact was established between 
the company and the Member-Employee 
supervisor, who explained Korman’s pat- 
tern of behavior and even discussed his 
rate of progress. The company was thus 
helped to understand him and to follow 
the hospital’s recommendations. 

Korman’s progress was slow to normal 
until he gained confidence in his new 
surroundings. Then, amazing things be- 
gan to happen. He became eager to ac- 
cept additional duties and to learn new 
things. He began to relate better to the 
people around him. He became willing 
to discuss his problems and thoughts with 
his employer. His work expanded until 
he assumed responsibility for many jobs 
of an industrialengineering nature. He 
was even able to release his supervisor 
for important work that had previously 
gone undone. He not only made good 
use of newly learned practice but also 
employed the knowledge acquired before 
his illness, At one point, he expressed a 
desire to work at mechanical engineering, 
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for which he had been trained in college. 

No such position was available, so he was 

urged to accept training opportunities 

within the company that would eventu- 
ally lead to his working as an industrial 
engineer. Because of pressure from his 
family, however, he continued to insist 
on seeking other employment. At this 
point, the employer sought help from the 
Member-Employee supervisor, who con- 
vinced Korman that the company offered 
him a good future and that if he sub- 
jected himself to the pressures of new em- 
ployment, and of this particular kind of 
engineering, he would probably become 

ill again. Korman decided to stay and 

take the training offered him. 

At this writing, he is a valuable member 

of the company’s engineering team, and 

will continue to take on more responsi- 
bility. 

The most obvious results of a year 
and a half of industry-hospital cooper- 
ation on Korman’s case are these: 
Korman himself is a healthy, relative- 
ly well-adjusted member of society. 
He is paying taxes, not living off 
them. His case has helped prove that 
the mentally ill can be rehabilitated. 
And he has become a better-than-av- 
erage employee. 

This kind of cooperative effort not 
only represents a contribution toward 
conquering America’s No. 1 health 
problem, but it offers benefits of sev- 
eral kinds to the participating employ- 
ers. As has been shown, it is a means 
of adding skilled personnel to the 
company’s workforce. Beyond that, 
however, it offers at least two less di- 
rect kinds of profit. 

First of all, experience with restored 
mental patients can give both the per- 
sonnel manager and the shop super- 
visor insights into the interpersonal 
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The V.A. Hospital Member-Employee Program 


Tue Member-Employee Program described in this article is now in operation at 
the following Veterans Administration hospitals: 


WYoMING 
V.A.H. Sheridan 


Missouri 
Jefferson Barracks 
New Jersey 
V.A.H. Lyons 
New York 
V.A.H. Albany 
V.A.H. Canandaigua 
V.A.H. Northport 
NortH CaroLina 
V.A.H. Salisbury 
OxI0 
V.A.H. Chillicothe 
V.A.H. Cincinnati 
OrEGON 
V.A.H. Rosebury 
PENNSYLVANIA 
V.A.H. Lebanon 
V.A.H. Pittsburgh 
SoutH Dakota 
V.A.H. Ft. Meade 
TEXas 
V.A.H. Houston 
V.A.H. Waco 
Utan 
V.A.H. Salt Lake City 
VIRGINIA 
V.A.H. Roanoke 
WASHINGTON 
V.A.H. American Lake 
WISscoNnsIN 
V.A.H. Tomah 








and emotional difficulties that so often 
hamper the effectiveness of industrial 
operations. Second, the men and wom- 
en provided by the Member-Employ- 
ee Program are known quantities. 
They have been fully tested, evaluat- 
ed, and classified. Because most com- 


panies and employment agencies have 


neither the facilities nor the inclina- 
tion to subject prospective employees 
to a complete testing procedure, peo- 
ple hired “off the street” are pretty 
much unknown quantities. As a re- 
sult, the workforce contains a gener- 
ous assortment of psychotics, neurot- 
ics, alcoholics, and other social misfits. 
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Is it any wonder that Dr. Menninger 
has found that 70 per cent of all dis- 
missals are due to social maladjust- 
ment? 

In hiring a former mental patient 
through the V.A. Member-Employee 
Program, the company receives free of 
charge a testing service it could not 
otherwise expect. Moreover, counsel- 
ing services, therapeutic recommen- 
dations, and advice are constantly 
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Member-Employee Program demon- 
strates that patients discharged from 
mental hospitals can be successfully 
returned to gainful employment pro- 
vided that the hospitals are willing to 
include a work-rehabilitation program 
in their psychiatric treatment, and 
that business is willing to provide job 
opportunities to the former patients, 
to cooperate with the hospital coun- 
selors, and to follow medical recom- 


available. 


mendations regarding work adjust- 
In summary, the experience of the 


ment. 


More About the Former Mental Patient 


Questionine 120 of the 3,000-some-odd people who visited the VA Hospital at 
Knoxville, Iowa, on 1960’s National Hospital Day, hospital authorities found that 95 
per cent believed that mental illness was curable and 90 per cent didn’t mind being 
around a mental patient. The interviewees, of whom a third were relatives or friends 
of patients and two-thirds were visitors only, gave answers similar to those elicited 
in the interview-and-questionnaire studies conducted during the 1958 and 1959 pro- 
grams. While they were almost unanimous in advocating more publicity, education, 
and research on mental illness, says the report in the VA’s Personnel Information 
Bulletin, their uncertainty about mental illness was reflected in split opinions about 
its causes. Forty-three per cent said they thought environment was the major cause; 
14 per cent said they thought heredity more important; 12 per cent blamed a combi- 
nation of the two; and the remainder offered various other explanations. Only half 
those questioned believed they could readily distinguish between the mentally 
healthy and the mentally ill. 

The bulletin also noted that the President’s Committee on Employment of the 
Physically Handicapped has voted to “take steps to aid the employment of the men- 
tally restored and the mentally retarded.” 

To ascertain the attitudes of employers toward hiring former patients of state 
mental hospitals, a group of researchers questioned all manufacturing concerns in 
Cincinnati employing 100 or more people—251 companies in all. As reported in the 
Journal of Clinical Psychology, they found 8 per cent completely opposed to hiring 
former patients, 16 per cent showing some hesitation, 32 per cent slightly interested, 
and 37 per cent interested. Only 5 per cent were enthusiastic about the idea. 





Though it offers no definitive answers, the 
study reported here at least points the way 
toward making the task of appraisal less un- 
welcome to line managers. 


he 


__«<*-.' Developing an 
Appraisal Program 
Through Action Research 


THOMAS A. MAHONEY and RICHARD G. WOODS 


Management Development Laboratory 
Industrial Relations Center 
University of Minnesota 


Ovz reason way formal appraisal 
programs so often fail may be not so 
much the fact that managers resist the 
whole idea of sitting in judgment on 
their subordinates as that they feel they 
are being subjected to what Erwin K. 
Taylor has aptly called “management 
development superimposed from on 
high.”* Actually, the success of any 
administrative innovation depends in 
large part on the extent to which those 
who are called upon to carry out the 
program view it as their own. 
Involving line managers in the de- 
1. K. Taylor, “Management Development at 


the Crossroads,” PersonNEL, March-April, 1959, 
p. 10. 


sign of an appraisal program would 
therefore seem a good means of devel- 
oping in them favorable attitudes to- 
ward the task of making appraisals. 
As Roger Bellows has pointed out, 
such “action research” is a communi- 
cations device, since those who will 
use the research results actively partici- 
pate in the research effort.? 

This technique was recently applied 
in a pilot study conducted by North- 
western National Life Insurance Com- 
pany in cooperation with the Manage- 
ment Development Laboratory of The 


*R. Bellows, Creative Leadership. Prentice-Hall, 
Inc., Englewood Cliffs, N. J., 1959, p. 201. 





Nore. Other members of the Management Development Laboratory who participated in this study 


were Thomas Jerdee, George Hagglund, Anthony Petrella, and Stephen Carroll. The 


activities of the laboratory are 
Life 


research 


ade possible by the support and cooperation of its participatin 
companies, which currently include Northwestern Bell Telephone Company, Fuitinvedcs National 
Company, Reynolds Metals Company, and Whirlpool Corporation. 
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University of Minnesota’s Industrial 
Relations Center. The explicit purpose 
of the project was to determine which 
of the two common approaches to 
appraisal—the personality-centered or 
the performance-centered—was better 
suited to the company’s program for 
appraising its management trainees. 
The outcome, however, was some- 
thing far more than a research report 
on this particular subject—it was an 
appraisal program developed, _in- 
stalled, and enthusiastically endorsed 
by the managers who would determine 
its success in operation, This case study 
provides a good illustration of how ac- 
tion research can produce immediate 
benefits for the participating company. 


Background of the Study 


The aim of the management-train- 
ing program, which was initiated sev- 
eral years before the study took place, 
is to develop individuals for responsi- 
bilities at the level of department 
manager. The trainees are informally 
rotated among the company’s various 
departments and functional areas of op- 
eration, beginning in non-supervisory 
jobs and then moving up to supervi- 
sory jobs subordinate to the depart- 
ment managers. The length of each as- 
signment depends upon the openings 
available and the individual’s qualifi- 
cations, and a trainee may remain in 
the program from three to five years 
before he is promoted to department 
manager. Since the program is de- 
signed to develop general managerial 
skills that can be applied in any de- 
partmental assignment, the individual 
trainees are not identified with specific 
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departments or functional areas. Be- 
sides getting this on-the-job experi- 
ence, they are enrolled in a series of 
classes on company policies and prac- 
tices, principles of management and 
supervision, and special problems of 
the industry, When the program start- 
ed, no provision was made for a for- 
mal evaluation procedure. As time 
went on, however, it became apparent 
that an appraisal program was needed 
to improve the coaching and develop- 
ment of trainees. 

Many different yardsticks are, of 
course, used to assess present and po- 
tential managerial effectiveness.* Some 
of this variation is merely the product 
of the differences between company 
situations and between the uses intend- 
ed for the appraisal results. But some 
of it stems from a basic difference in 
approach: one school of thought de- 
fines and appraises managerial effec- 
tiveness primarily in terms of the req- 
uisite personal characteristics and 
traits, while the other focuses instead 
upon the elements of managerial per- 
formance. The “personal characteris- 
tics” approach is the traditional one. 
It has been used for years in rating 
non-managerial personnel, and was 
the approach used first in the appraisal 
of managers. The “performance stand- 
ards” approach is relatively new, but 
it has already attracted many advo- 
cates. Each school regards its approach 


* See T. A. Mahoney et al., “Applying Yardsticks 
PERsonneEL, 


to Ma 


May, 1957, pp. 
556-562; J. Companies 


ay 

Literer, “How 47 
Measure Pace Executives,” Personnel Journal, 
July-August, 1957, Pp- 97-100; and The Bureau 
of National Affairs, “Survey No. 37: The Execu- 
tive,” Personnel Policies Forum, July, 1956. 
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as capable of producing the specific 
yardsticks appropriate to any given ap- 
praisal situation. 

Not only did Northwestern National 


Life Insurance have to decide between’ 


two approaches whose relative merits 
were open to question, but, as might 
be expected, it found many of its man- 
agers biased in favor of one or the 
other approach. A comparative study 
therefore seemed worth while on two 
counts: (1) it might shed some light 
on the merits of each approach and 
suggest future avenues for research; 
and (2) it might help resolve the con- 
flict among its managers, which 
would hamper a program based upon 
an arbitrary choice. 

The study began with the develop- 
ment of a set of yardsticks appropriate 
to each approach and of a procedure 
for applying them in trainee apprais- 
als. NWNL was well aware that there 
are many people who seem able to ac- 
cept such a program only to the extent 
that they understand it and are famil- 
iar with its background and rationale 
—and that, on the other hand, there 
are many who generally prefer a new 
and untried practice to an older, more 
familiar one. To control these biases, 
it decided to involve the department 
managers in the development of the 
procedure and the two sets of yard- 
sticks for the experimental evaluation. 

A committee of ten department 
managers was set up to study the prob- 
lem of trainee appraisal, investigate 
alternative procedures, and develop a 
program to be recommended to the 
company officers. The representation 
on the committee of a number of de- 


partments, it was hoped, would insure 
a diversity of viewpoints and facilitate 
communications with the entire group 
of department managers. In addition, 
representatives of the previously es- 
tablished management-training com- 
mittee and a staff member of the 
Management Development Labora- 
tory served on the committee ex officio 
to provide direction and advice. 


Developing a Procedure 


To begin with, the committee mem- 
bers were given a thorough explana- 
tion of the management-training pro- 
gram—its objectives, the qualifications 
of the recruits, and the nature of the 
training assignments and classes— 
and the need for a trainee-appraisal 
procedure was pointed out to them. 
They in turn prepared statements of 
the objectives and policy of the pro- 
gram and of the appraisal system. The 
latter, they declared, was to aid in this 
larger program by providing the in- 
formation necessary for four specific 
purposes: 


> Assessing the trainees’ potential for 
managerial assignments and eliminat- 
ing from the program any trainees not 
qualified to develop into department man- 
agers. 

® Coaching the trainees individually 
and planning their rotational assignments 
in accordance with their training needs. 
® Determining merit increases under the 
salary program. 

> Evaluating the company’s recruiting, 
selection, and training programs. 


These objectives were assigned priori- 
ties in the order of their listing above. 


Before trying to develop its own ap- 
praisal procedure, the committee re- 
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viewed the programs of other com- 
panies, giving special attention to the 
training and designation of appraisers, 
provisions for appraisal review, and 
programs for appraisal coaching. 
Eventually, it recommended that the 
trainees be appraised after their first 5 
months with the company, again after 
11, 17, and 23 months, and annually 
thereafter. A trainee’s superior might 
conduct more frequent appraisals, but 
these would not be part of the formal 
program. The appraisals prepared by 
the superior would be reviewed by a 
committee consisting of the superior 
himself, his own superior, and the 
personnel director. This review would 
not only serve as a check upon the 
particular appraisal but help to stand- 
ardize appraisals throughout the com- 
pany and familiarize the next higher 
level of management with the per- 
formance of the trainees and with the 
coaching conducted by the trainees’ 
superiors. 

Now the committee was ready to 
tackle the big problem—specifying 
yardsticks for appraisal and drawing 
up an appraisal form. Because the 
training program was intended pri- 
marily as a means of developing po- 
tential department managers, the com- 
mittee decided that the trainees would 
be evaluated only on those elements of 
their performance or personality that 
were relevant to this job—regardless 
of what specific assignments they 
might hold at the time of the apprais- 
al. In order to determine these ele- 
ments, it administered extensive job 
questionnaires to all the company’s de- 
partment managers. The composite 
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job description thus produced was 
adopted as the guide for the develop- 
ment of appraisal yardsticks. 

Next, the committee examined the 
workings of the “personal character- 
istics” and “performance standards” 
approaches in the appraisal programs 
of other companies. Its final choice, 
the members agreed, would be based 
on an experimental application of 
both approaches. Consequently, two 
subcommittees were formed, each one 
to develop an appraisal form based 
upon one of the two approaches. Both 
groups were guided in their work by 
the statement of the objectives of ap- 
praisal and by the composite descrip- 
tion of the job of department manager, 
and the appraisal forms they devised 
were reviewed by the entire committee 
before the actual test began. 


Testing the Two Forms 


The form submitted by the “person- 
al characteristics” subcommittee cov- 
ered 12 traits—analytical ability, char- 
acter, adaptability, ambition, creativity, 
decisiveness, human relations, judg- 
ment, leadership, management atti- 
tude, personal organization, and poise. 
(The descriptions for the first two of 
these are shown in Exhibit 1.) The 
form instructed the appraiser to read 
the definition of each characteristic 
and then check the number that best 
indicated the degree to which it was 
displayed by the trainee. 

The form produced by the “per- 
formance standards” subcommittee 
covered work methods (see Exhibit 
2); work standards, ¢.g., accuracy, 
cost consciousness; job perspective, 
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ANALYTICAL ABILITY 


CHARACTER 





The ability to recognize and define prob- 
lems in terms of their component parts and 
contributing factors. This involves collection and 
interpretation of data and perception of inter- 
relationships leading to a solution of the 
problem. 


As indicated by his concepts of right and wrong; 
his sincerity and fairness in relationships and 
attitudes, expressed and applied. 





1, ____. Slow to understand problems. Hazy 
and confused thinking which pre- 
vents analyzing problems of even 
a simple nature. 


Definitely shallow thinker. Rarely 
looks into conditions for causes. 
This results in unsatisfactory anal- 
ysis of problems. 


Fairly deliberate in analyzing cause 
and effect relationships. Lacks abil- 
ity to analyze complex problems. 


Has ability to choose relevant facts 
and recognize _interrelationships. 
Usually considers all implications 
and possibilities to arrive at sound 
analysis of any problem. Very quick 
to grasp situations. 


Extremely analytically minded. 


- ____. Low ethical standards. Ignores rules 
of fair play. 


- —____ Not always sincere. Easily influenced 
by others in concepts of right and 
wrong. Hypocritical. 


Usually sincere. Sometimes takes the 
most popular positions or hedges 
on direct inquiry—enough to give 
the impression that a certain weak- 
ness exists. 


Thoroughly dependable, honest and 
sincere in dealing with others. Rarely 
shows partiality or prejudice. Ap- 
plies a high standard of ethics in 
his opinions and actions. 


Scrupulously sincere in his dealings 
with others and communication of 
opinions. Has a consistently applied 
sense of ethical conduct in his 
relationships. 


EXHIBIT 1 
Excerpt from Personality-Centered Appraisal Form 





e.g., “he has done important assign- 
ments first—keeping various deadlines 
in mind”; and development, e.g., “he 
has shown awareness of responsibility 
for his own decisions.” 

For the trial appraisal, the commit- 
tee selected trainees under the super- 
vision of department managers who 
had worked on the development of the 
two forms. First, half the trainees were 
appraised on one form, half on the 
other. Then, about nine months later, 
each group was reappraised on the 
alternative form. The appraisals were 


prepared and reviewed in accordance 
with the procedure that had been set 
by the committee as a standard for all 
future appraisals. Finally, the man- 
agers discussed the appraisals with 
their trainees. After each appraisal, 
the following evaluations were ob- 
tained: 

1. The officers, managers, and train- 
ees evaluated the appraisal form that 
had been used. 

2. The managers and trainees eval- 
uated the interviews. 

3. Each trainee completed a blank 
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appraisal form on himself, thus record- 
ing his concept of the results of the 
interview. 

When the experiment had been com- 
pleted, the officers, managers, and 
trainees were asked to complete a 
questionnaire designed to obtain their 
comparative evaluations of the two 
methods. 

The criteria for these evaluations 
were derived from literature compar- 
ing the two approaches and from the 
objectives of the appraisal program it- 
self. Considerable weight was given 
to three criteria in particular—rele- 
vance, practicality, and acceptance— 
and measures of these qualities were 
obtained from the reactions of all 
three participating groups. 

Needless to say, the specific findings 
of this study cannot be generalized, 
since they are related to a unique set- 
ting and to only a small number of 
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subjects. They may, however, provide 
some clues for future research, and 
are therefore briefly summarized here. 

In general, the officers, managers, 
and trainees seemed to like the two 
forms about equally well. The officers 
and manages thought the “personal 
characteristics” form contained factors 
somewhat more relevant to manage- 
ment development than the “perform- 
ance standards” form, but the trainees 
ranked both forms about the same on 
this score. A slight preference for the 
“performance standards” form was 
evidenced by the trainees, who felt 
that it contained a greater number of 
well-defined factors, that its factors 
could be more easily observed in their 
own daily behavior and performance, 
and that determining the appropriate 
degree of each factor was easier with 
this form. 

Some people have argued that the 





OBSERVED WORK METHODS—EVALUATE PERFORMANCE ON EACH DESCRIPTIVE STATEMENT 


HE HAS: 
1. Observed office hours 
2. Kept office and business appointments 
3. Completed assignments on time 
4. Set and kept realistic work schedules 
5. Accepted, and adjusted for, interruptions 


HIS WORK METHODS ARE: 


0 OUTSTANDING 0 ABOVE AVERAGE 


REGULARLY USUALLY RARELY 


























SUMMARIZE EVALUTION AND RATE ON WORK METHODS 
0 AVERAGE 


0 BELOW AVERAGE 0 UNACCEPTABLE 





COMMENTS OR EXPLANATION 





. EXHIBIT 2 
Excerpt from Performance-Centered Appraisal form 
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trait approach is impractical for coach- 
ing and counseling in management de- 
velopment.* The discussion and crit- 
icism of personal characteristics that 
take place in the appraisal interview, 
they maintain, are unpleasant for both 
parties. The man being appraised re- 
sents the criticism and refuses to ac- 
cept it as valid, while the appraiser 
tends to avoid the situation and fails 
to communicate a frank appraisal. No 
evidence of such problems was found 
in this study. When asked to compare 
the appraisal interviews based on the 
two approaches, neither the managers 
nor the trainees expressed a strong 
preference. There was only a slight in- 
dication that the trainees found the 
“performance standards” interview to 
be clearer and more relevant to man- 
agement development than the “per- 
sonal characteristics” interview. 

For comparative evidence on the ac- 
curacy of communication in the inter- 
view, the trainees’ self-appraisals were 
compared with the appraisals com- 
pleted by their superiors. In general, 
there was close agreement between 
manager and trainee regardless of the 
appraisal technique used. Rarely did a 
trainee’s self-appraisal on an item de- 
viate by more than one scale point 
from the score his manager had given 
him. 

The final questionnaires, in which 
the officers, managers, and trainees 
evaluated the two appraisal methods 


“See W. R. Mahler and G. Frazier, “Appraisal 
of Executive Performance, the ‘Achilles Heel’ of 
t Development,” PErsonneL, March, 
1955, pp. 429-441; and D. McGregor, “An Un- 


Managemen 


easy Look at P Appraisal,” Harvard 
Business Review, May-June, 1957, pp. 89-94. 


in their entirety, showed a preference 
for the “performance standards” meth- 
od on the part of all three groups, 
though there were a number of ques- 
tions on which neither method scored 
higher. 


The Study’s Findings— 
And Its Long-Range Effects 

In sum, the results did not consti- 
tute an endorsement of either method. 
While on some points there was a 
slight tendency to prefer the “per- 
formance standards” method, both ap- 
proaches seemed to make worthwhile 
contributions to the appraisal program. 
Accordingly, the decision finally 
reached by the committee was to in- 
corporate into one form those features 
of both techniques that had the most 
value in the light of the study’s find- 
ings. 

More important, perhaps, is the fact 
that the appraisal procedure now in 
operation is the product of the man- 
agers who are using it. Instead of be- 
ing viewed as an annoying waste of 
time, trainee appraisals are regarded 
as an essential and important part of 
the manager’s job. 

Research into management develop- 
ment must of necessity be conducted 
within ongoing organizations—no ar- 
tificial laboratory will suffice. When 
business organizations and research 
agencies establish the kind of coopera- 
tive effort illustrated by this study, the 
results are usually twofold: immedi- 
ate benefits for the participating com- 
panies and more certainty for the 
researchers about what makes for 
effective management development. 





Confusion over basic principl.:s is the main reason why 
disputes over discipline mak: up the largest group of 
grievances going to arbitration. 














Some Guideposts for 
Administering Discipline 


RICHARD L. SCHIFFER 


Knigin, Horing & Eschen 
Brooklyn 


Prnssars the day will come when the 
workforce is composed exclusively of 
robots. Then—should one. of the me- 
chanical hirelings start acting up—all 
that management need do will be to 
change a tube or tighten a nut. In a 
clearly hopeless case, the errant worker 
will no doubt be scrapped—unless, of 
course, it happens to belong to a 
strong union. But so long as the 
world’s work continues to be per- 
formed by human beings, manage- 
ment will have to resort to other meas- 
ures to remedy improper conduct on 
the part of an employee. 

There are many ways, of course, of 
seeing to it that people toe the line, on 
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and off the job. But in today’s union- 
ized company, the harsh tactics or 
summary dismissal once commonly 
used against those who transgressed 
company rules have been replaced by 
the formalized procedure known as 
corrective discipline. Under this sys- 
tem, an employee can be disciplined 
only for “just cause” (or “good and 
sufficient cause”—or however the con- 
tract phrases it). The disciplinary ac- 
tion taken is of a kind that gives the 
employee an opportunity to mend his 
ways. Further, it is stated in writing, 
with a copy of the statement being 
given to the union. And finally, it is 
subject to protest and ultimately to ap- 
peal to an impartial tribunal, usually 
arbitration. 

Though, in principle, employees ac- 
cept this system as being both fair to 
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the individual and necessary for the 
maintenance of law and order in the 
plant, the fact remains that disputes 
over discipline constitute the largest 
group of grievances going to arbitra- 
tion. While some of these cases are, of 
course, unavoidable, many arise simply 
because of management’s confusion 
over the basic principles of the correc- 
tive-discipline system. Still others 
might have been settled at an earlier 
step in the grievance procedure had 
more heed been paid to typical arbitra- 
tion rulings on the point at issue. Here, 
then, is a brief review of the major 
errors in administering discipline, il- 
lustrated with some actual arbitration 
cases. 


What Is “Just Cause’? 


One of the biggest pitfalls is failure 
to satisfy the criterion “just cause.” 
This perhaps is understandable, for ar- 
bitrators themselves define “just cause” 
in two different ways. 

One school holds that only two con- 
siderations are involved—whether the 
employee did in fact commit the im- 
proper act and, if so, whether he 
should have been punished for it. Fol- 
lowers of this line of reasoning hold 
that once these two elements have been 
established, the arbitrator cannot sub- 
stitute his judgment for that of man- 
agement and rule that the punishment 
it imposed was too harsh. The trouble 
with this approach is that if the arbi- 
trator thinks the punishment actually 
was too severe for the offense, he will 
try to find some reason for not sustain- 
ing the company. After all, he is only 
human, and his sense of justice colors 


his reasoning no matter how hard he 
tries to be completely objective. In 
such a case, he will let the employee 
off the hook by finding either that the 
company failed to prove its charge or 
that there were extenuating circum- 
stances that made punishment un- 
warranted. 

The other school of thought adds a 
third element—whether the punish- 
ment fits the “crime.” If an arbitrator 
from this school finds that the penalty 
imposed by the company was too se- 
vere, he will reduce it, on the theory 
that the standard “just cause” gives 
him authority to do so. Here is an ex- 
ample of how discipline cases are lost 
because of management’s failure to 
appreciate this point: 


Harry was a machine operator in a con- 
tainer-manufacturing plant. For 19 years 
he had had a perfect conduct record. But 
one morning he lay down to nap during 
the ten-minute break and failed to awak- 
en at the starting whistle. Because of his 
previous record, the company decided to 
impose the lightest punishment ever giv- 
en for sleeping on the job—a five-day 
suspension. The union protested on the 
grounds that the punishment did not fit 
the crime. When the case came to arbi- 
tration, the arbitrator found for the union. 
The five-day suspension, he said, was light 
only in the sense that no one had ever 
received a lesser penalty. Under the facts 
of the case, it was unreasonable and in- 
equitable punishment. Accordingly, he or- 
dered that the penalty be reduced to a 
one-day suspension. Had the company ini- 
tially suited the punishment to the offense 
—or picked an arbitrator from the “can- 
not substitute judgment” school—Harry 
would not have wound up with four extra 
days of paid vacation. 


Many companies are plagued by the 
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double-headed monster: what consti- 
tutes appropriate disciplinary action 
and how to make it stick. But, as they 
may not realize, it is not the arbitrator 
who conjures it up, nor is the arbitra- 
tion process the chariot of manage- 
ment’s doom. Instead, this particular 
bogey man is the product of their own 
ignorance of the facts of labor-relations 
life. Consider the following case: 


One afternoon, Steve, a helper in a manu- 
facturing plant, ducked out to a nearby 
luncheonette for a cup of coffee. Upen his 
return, he was handed a dismissal notice 
stating that he not only left without per- 
mission, but, by failing to punch out, 
showed that he intended to let the com- 
pany pay for time not worked. This, said 
the company, was dishonesty that justi- 
fied summary discharge. 

The union admitted that Steve had brok- 
en a company rule but said that discharge 
was too severe a penalty for a first offense. 
“First offense!” replied the company. “Just 
look at this record.” Steve’s record was as 
long as your arm and indicated that he 
made a habit of breaking every rule in 
the book. The company had been keeping 
close tabs on him, quietly noting infrac- 
tions without saying anything to him— 
apparently in hopes of giving him enough 
of the proverbial rope. The union was sur- 
prised but hardly nonplused. “Aha!” said 
the shop steward. “A secret file—just one 
more bit of evidence that you were dis- 
criminating against Steve.” 

The arbitrator held that since the com- 
pany had not disciplined Steve for the ear- 
lier violations it could not consider them 
in this case. He regarded the unauthorized 
coffee break as a first offense and com- 
muted the discharge to a two-week sus- 
pension without pay. 


There are several points worth not- 
ing in this little story. For one, a secret 
dossier is worse than no dossier at all. 
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Its contents can never be used against 
an employee, and its mere existence 
may be used by the union to substan‘i- 
ate a charge of discrimination. Similar- 
ly, a secret witness can do nothing but ‘ 
harm to management. The very rea- 
sons management has for keeping him 
secret prevent his ever being produced 
in person; and his alleged existence 
gives rise to disturbing speculations 
among the employees. Perhaps, the 
rumor runs, the company has planted 
a spy. Some employees ask, “Have the 
rest rooms and lockers been ‘bugged’?” 
Others will question whether the in- 
formant exists at all and suspect that 
he is no more than a figment of the 
personnel manager’s imagination. 


What Grounds for Discharge? 


Steve’s case should also be looked at 
in the light of the fact that, as statistics 
show, management loses considerably 
more of its discharge than of its lighter 
discipline cases. The arbitrator, him- 
self a breadwinner, is usually loath to 
sustain “capital” punishment, particu- 
larly if the employee is somewhat ad- 
vanced in years or has considerable 
length of service or family responsi- 
bilities. And for a first offense he is 
likely to do so only if the violation 
constituted either a breach of a serious 
safety rule or practice—smoking in a 
volatile area, for instance—or an act of 
serious moral wrongdoing, such as 
fighting with a weapon. He will prob- 
ably find other offenses amenable to 
corrective discipline, which does, after 
all, pave the way for discharge in in- 
corrigible cases. 

But is not stealing time, as Steve 
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did, morally serious enough to war- 
rant first-offense discharge? That de- 
pends, say the arbitrators, on whether 
it amounted to premeditated theft or 
merely to pilfering or borrowing on 
the spur of the moment. Where there 
has been deliberation, arbitrators uni- 
formly sustain first-offense discharge 
even though the intrinsic value of the 
stolen object may be negligible. Ac- 
cordingly, discharge was sustained 
where an employee with 20 years’ un- 
blemished service was caught coming 
to work an hour before reporting time 
to load his car with scrap pipe valued 
at $4 and where an employee was 
found sleeping in a hidden bunk he 
had put together of pillows, blankets, 
and a mattress. But when it comes to 
an impulsive act, such as slipping out 
for a cup of coffee or “borrowing” a 
roll of tape, most arbitrators hold that 
discipline, not discharge, is the appro- 
priate answer to a first offense. 


Beware of “Double Jeopardy” 


Another big pitfall for management 
is “double jeopardy.” As a rule, the 
company has from three to five work- 
ing days after the offense within which 
to decide what disciplinary action to 
take. Once the action has been taken, 
any subsequent imposition of a greater 
or additional punishment for the same 
wrongful act constitutes double jeop- 
ardy. 

Immediately after an offense has 
been committed, however, the guilty 
employee may be told by his supervi- 
sor to go home and wait until he hears 
from the company—perhaps because 
he refused to follow an order or was 


creating a disturbance or had put him- 
self in an unfit physical or mental con- 
dition, or for any comparable reason. 
In such a case, the company may, and 
should, refuse to pay the employee for 
the balance of that day. Of course, if it 
decides, upon review, that the super- 
visor’s action was not justified, it 
should pay the man for the time he 
lost. But no one could seriously con- 
tend that the employee has as yet been 
disciplined, for the supervisor’s step 
was purely a preventive measure. “Dis- 
cipline” involves management’s notify- 
ing the employee of the penalty it has 
decided upon. Any disciplinary action 
the company takes after sending the 
man home will thus be the first and 
only punishment meted out. There is 
no merit in the customary union con- 
tention that the company punished 
the employee by not paying him for 
the balance of the day on which he 
was sent home. He was not paid be- 
cause he did no work, and it was his 
own wrongful conduct that prevented 
him from working. Pete’s case is a 
good illustration of the “double jeop- 
ardy” principle: 
While at work one day, Pete took a quick 
nip from a bottle he had brought into the 
plant. The foreman caught him wet- 
handed and told him—as “disciplinary ac- 
tion”—to go home and not to come in for 
the rest of the week. This amounted to a 
suspension of a little over three days. Be- 
cause Pete had committed a comparable 
offense before and had been disciplined 
for it, the personnel manager, in reviewing 
the case, decided to discharge him. Actu- 
ally, said the arbitrator, the company 
could justifiably have fired Pete on the 
spot. But since he was only suspended, the 
union’s claim of double jeopardy was val- 
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id. It would have made all the difference 
in the world, the arbitrator pointed out, 
if Pete had been sent home pending a final 
decision. Pete was reinstated with back 
pay. 

The “double jeopardy” charge arises 
also when management denies an em- 
ployee a promotion or merit increase 
because of a bad conduct record. Ac- 
cording to the union, he has already 
been disciplined, and the denial there- 
fore amounts to punishing him again. 
“No,” says the arbitrator, “an employ- 
ee’s past conduct record is a legitimate 
evaluating factor. Indeed, this is one of 
its primary functions. The employee is 
not being punished again—he is just 
not being rewarded.” In this connec- 
tion, it should also be noted that when 
the company grants a promotion or 
merit increase, this, in effect, wipes out 
any previous black marks on the em- 


ployee’s record. 


Demotion vs. Discipline 

When it comes to dealing with poor 
work performance, management's ac- 
tion must be determined by whether 
incompetence or negligence is the 
cause of the inadequacy. Each has its 
own prescribed remedy, and using the 
wrong one is a fatal error. 


Louis was a Grade 1 lathe operator with 
several years’ experience. For a time, his 
work was quite satisfactory, but then, 
three times within a single month he 
turned out scrap by exceeding permissible 
tolerances. The company thereupon de- 
moted him to Grade 3, where tolerances 
were not critical. “His carelessness has 
cost us a great deal of money,” it stated at 
the arbitration hearing. “The contract 
gives us the right to discipline for ‘just 
cause,’ and that is what we are doing.” As 
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could have been predicted, the arbitrator 
found for the union. 


While management may, of course, 
discipline an employee for negligence, 
demotion is not a form of discipline. 
And while it may demote him for in- 
competence, it may not discipline him 
for it. If the company wanted to de- 
mote Louis, it should not have 
charged kim with carelessness but 
should have laid a foundation for de- 
motion by warning him in writing 
that he was not meeting the duties and 
responsibilities of his job and by send- 
ing a copy of this notice to the union. 
If, on the other hand, the company 
wanted to discipline him, it should 
have sent him a written reprimand. In- 
stead, it tried to discipline him by de- 
motion and thus short-circuited its 
case. 

In anvther case, an employee walked 
off the job rather than accept demo- 
tion, After talking with the union a 
week later, he filed a grievance de- 
manding reinstatement in his former 
job but indicating willingness to take 
the lower-rated one if he had to. The 
arbitrator refused to reinstate him in 
either position, holding that the impul- 
sive act of walking out instead of fol- 
lowing the grievance procedure of the 
contract had cost the employc : his job. 


The Monkey Wrench 
In the Grievance Machinery 

This ruling points out a moral that 
cannot be overemphasized: If the con- 
tract does not spell out an orderly pro- 
cedure for handling grievances, the 
employees and the union may raise 
them at any time or place and in any 
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manner; but if it does establish such a 
procedure, they may not present their 
grievances except in the manner it sets 
forth. Accordingly, an employee may 
not refuse to follow any order given 
by his supervisor unless it requires 
him to commit an unlawful act, to 
run a health or safety risk not called 
for by the nature of his job, or to make 
a serious sacrifice. No matter how 
strongly he may believe that it violates 
the contract or his contractual rights, 
he may not, on pain of disciplinary ac- 
tion, challenge its propriety except in 
accordance with the grievance machin- 
ery. 

A union representative has an even 
greater duty to respect and uphold the 
contract. Though a management or- 
der clearly violates the contract, he 
must advise the employee to obey it. 
To do otherwise would subject him, 
as well as the balking employee, to dis- 
ciplinary action. Neither the employ- 
ees nor the union may resort to self- 
help, or take it upon themselves to 
decide that the company had no right 
to give the order. Arbitrators uniform- 
ly hold that the company may disci- 
pline an employee for refusing to 
follow an order even though the com- 
pany was wrong in issuing it. 

Following is a typical case of this 
kind: 

When a new man came to the shop, the 

foreman told Phil to keep an eye on him 

and give him a hand. “Okay,” said Phil, 

“provided I get the 10-cent wage differ- 

ential for group leader.” The foreman re- 

plied that the assignment did not amount 
to acting as a group leader and turned 
down Phil’s demand, reminding him that 
he could file a grievance on it afterward. 


Phil remained adamant, and the foreman 
ordered a three-day suspension for insub- 
ordination. The arbitrator found that if 
Phil had followed the order he would 
have been entitled to the differential he 
claimed. But because he had refused, the 


arbitrator ruled, disciplinary suspension 

was justified. 

Another cardinal rule, which has 
already been touched upon, is that 
discipline consists only of action em- 
bodied in written statements of which 
the union has been given a copy. Oral 
warnings or reprimands thus will not 
support a discharge. This is not to say 
that the supervisor should not try to 
correct an employee through oral 
counseling. For most employees, in- 
deed, a cautionary word is sufficient. 
But when a situation demands dis- 
ciplinary action, the company must 
execute the penalty in writing. The 
union is entitled to notice because, as 
a party to the collective-bargaining 
agreement, it may properly challenge 
the company’s action even if the em- 
ployee does not want to. 


Setting the Penalty 

The penalty should be determined 
by the first-line supervisor responsible 
for the employee after due consulta- 
tion with his superiors. Unless the 
penalty is specified in the contract or 
rules, his decision should take into ac- 
count such factors as the employee’s 
length of service, his conduct record, 
and any personal difficulties or miti- 
gating circumstances, all of which 
play an important part in the arbitra- 
tor’s deliberations. There are two rea- 
sons why management should avoid 
imposing the same punishment upon 
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all employees who commit the same 
offense: first, this uniformity is in- 
compatible with “just cause”; and sec- 
ond, should there ever be a break in 
uniformity, the Ta would be 
open to a charge of discrimination. 

If an employee does not respond to 
oral counseling, a written reprimand 
is the proper initial remedy for such 
simple offenses as unjustifiable refusal 
to work overtime, unexcused lateness 
or absence, leaving the workbench 
without permission, and so forth. For 
more serious offenses, such as creating 
a safety hazard or participating in a 
wildcat strike, suspension would be in 
order. As a rule, suspension should 
not be for fewer than three or more 
than ten working days. 

If the employee has received a writ- 
ten reprimand but commits the same 


improper act, or a comparable one, the 
next step is suspension. (Comparable 
acts are offenses related in nature—for 
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example, horseplay, unauthorized de- 
parture from the work place, negli- 
gence, and refusal to work overtime, 
all of which involve conduct at the 
workbench. For actions that are not 
comparable or the same, the employer 
must follow separate chains of disci- 
pline.) The employee who fails to re- 
spond to suspension forces the com- 
pany to discharge him. Or rather, as 
one noted arbitrator puts it, he dis- 
charges himself. 

In disciplining union officers and 
agents, an important modification is 
needed: because of their dual role, and 
to overcome the charge of gunning for 
them, a second written reprimand 
should precede suspension. 

If the day of “robotmation” comes, 
then management may be done with 
the arbitrator and his rules. But so 
long as he continues to sit on disci- 
pline cases, it had better know the 
rules. After all, the union does. 


Fire-Protection Practices in Industry 


Or te 319 industrial companies of all types and sizes responding to a survey recently 
conducted by Mill & Factory, 89 per cent have a fire-protection program of some 
sort. In nearly a third of these, a specially trained fire chief supervises the program; 
in another 26 per cent, the head of the maintenance department is in charge of it; 
and in most of the remaining companies the responsibility for the program falls to 
the head of the safety department or to the regular department supervisors. 

In almost 7 out of 10 companies, the factory workers have been organized into a 
fire brigade, and in 46 per cent regular fire drills are held. In rather more than one- 
third of these, the drill is a monthly affair. In one-fifth it is called every six months, 
in 13 per cent every three months, and annually in 9 per cent. Five per cent, however, 
hold a fire drill every week, and 3 per cent every two weeks. 

Despite these precautions, industry is still not sufficiently fire-conscious, according 
to latest figures issued by the National Fire Protection Association. U.S. manufactur- 
ing companies lost close to $184 million in fire damage in 1959, the NFPA reports— 
over $1,300,000 more than in 1958. Losses in stores and other mercantile buildings 
rose about $6 million to a total of over $101 million. 





Many companies operating abroad are using inappropriate methods 
of calculating cost-of-living allowances for their employees overseas. 
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Many American companies with 
overseas operations have recently been 
re-examining their compensation poli- 
cies for employees assigned to work 
abroad. It is safe to say that few of 
these companies have been satisfied 
with what they have found, particu- 
larly in view of the rapidly changing 
nature of foreign operations. In fact, 
a number of our largest companies 
operating overseas have made major 
revisions in their overseas compensa- 
tion policies during the past 18 
months, and the example they have set 


is now being emulated by other com- 
panies with less extensive foreign op- 
erations. 

There are several reasons for this 
state of affairs. First, it reflects a 
changing attitude on the part of Amer- 
ican business toward foreign opera- 
tions. The easy money days of the im- 
mediate post-war period have gone. 
At the same time, American manage- 
ment is seeing more clearly, partly as 
a consequence of the emergence of 
the European Common Market, the 
significant role that overseas business 
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is certain to play in the future. As a 
result, many companies are not only 
trying to upgrade the quality of the 
American personnel they send abroad, 
but also taking a hard look at the 
high costs of these employees. 

A few years ago, for example, the 
payment of a premium above base 
salary as an incentive to work abroad 
was considered almost a standard part 
of any overseas compensation pack- 
age for American employees. It still is. 
But, more and more companies are 
questioning whether this premium 
really is a necessary cost of doing busi- 
ness abroad. Cost-of-living allowances 
ostensibly intended to compensate the 
American expatriate for costs of living 
which are above those he would incur 
in the US. are also under the gun. 
Many members of management have 
observed that these allowances often 
tend to underwrite a standard of living 
considerably higher than that which 
the employee would enjoy at home. 
And aside from these worries about 
costs there is also concern over the 
status gap between American expatri- 
ates and local employees, partly be- 
cause of the large differences in pay 
and allowances that now prevail be- 
tween the two groups. 


New Approaches Are Needed 


While the problem of compensation 
for the American expatriate is being 
reconsidered, the question of the Eu- 
ropean who is employed by an Ameri- 
can company in some country other 
than his own is also receiving more at- 
tention than in the past. Many Ameri- 
can companies already empioy such 
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“third country” nationals, as they are 
called. More are now thinking of do- 
ing so, if only because of the consid- 
erable savings in both salary and al- 
lowances that might be achieved by 
employing Europeans instead of 
Americans in positions overseas. 

In the immediate post-war years, 
many Europeans were glad to have 
jobs with American firms abroad un- 
der almost any conditions. Now, with 
their home economies booming, they 
are much more inclined to question 
the terms of their employment and 
particularly the differential between 
their compensation and that of the 
American expatriate. Why, they ask, 
should a European receive both a sig- 
nificantly lower base salary, and lower 
cost-of-living allowances, for doing 
the same work and having to live in 
the same manner as his American col- 
league in a foreign city? 

Finally, the old concept of foreign 
operations—the parent U.S. company 
with a network of foreign subsidiaries 
—is changing. A number of leading 
companies are beginning to think of 
their organizations in terms of an in- 
ternational operation—a shift in em- 
phasis which, it is foreseen, will in- 
volve an increasing number of 
transfers of management personnel 
internationally. The old methods of 
compensating both American and 
European expatriates do not provide 
the flexibility that this new concept 
requires. These companies are looking 
for new approaches to the problems 
of international compensation. 

One aspect of international compen- 
sation that bears on all these problems 
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is the determination of cost-of-living 
allowances. Considering the high 
standard of living—and the high cost 
of living—in the US., it is certainly 
strange, at first glance, that in almost 
every foreign city in which American 
business operates, cost-of-living allow- 
ances have to be paid to expatriate em- 
ployees. But these allowances are ne- 
cessitated, in part, by the desire of the 
American transferred overseas to take 
with him as many of the appurte- 
nances of the American way of life as 
possible and, in part, by the fact that it 
has now become traditional for em- 
ployees to enjoy higher living stand- 
ards abroad. This indirect additional 
bonus for overseas duty was tacitly 
accepted by management in the past. 
Now, as in the case of the payment of 
an overseas premium, companies are 
beginning to question how high a 
standard they should underwrite in 
their cost-of-living allowance pro- 


grams. 


The State Department's 
Cost-of-Living Index 

Though there are several possible 
ways in which cost-of-living allow- 
ances can be determined, most com- 
panies operating abroad base their 
systems on a cost-of-living index, usu- 
ally the index which the USS. State 
Department compiles for American 
government missions abroad. Though 
companies use the State Department 
index in various ways, the general 
practice is to apply the local index fig- 
ure to a “spendable income” curve 
which is also provided by the Depart- 
ment. 


Now, using an index to determine 
cost-of-living allowances creates cer- 
tain problems because of the very na- 
ture of such an index. When the State 
Department index is used, additional 
problems arise, if it is applied, as in 
practice it frequently is, to salary lev- 
els above those for which it was de- 
signed. 

To understand what happens when 
a cost-of-living index is used, it is im- 
portant to keep in mind what such an 
index actually is. A cost-of-living in- 
dex measures the difference in the cost 
of a given bundle of goods and serv- 
ices at two periods in time or, as in 
this case, in two locations. The prob- 
lem is essentially to determine, first, 
a representative bundle of goods and 
services that will be consumed in 
both locations by the employees for 
whom the index is designed and, 
second, to compare the differences be- 
tween the two locations both in the 
prices of these goods and services and 
in the quantities to be consumed. 
This comparison is then expressed as 
an index number. 

The State Department index pro- 
vides a good illustration of how a cost- 
of-living index is constructed in prac- 
tice. The index is designed to measure 
the differences in cost of the goods 
and services consumed by a represen- 
tative government employee both in 
the U.S. and in a given foreign city. 
For the Department’s index, this em- 
ployee is defined as a married man 
without children, earning $6,500 per 
year. His consumption behavior in the 
US. is determined by studying the 
buying habits of government employ- 
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ees in Washington, D.C. In calculating 
his overseas consumption patterns, it 
is assumed that he will spend the same 
proportion of his salary on essentially 
the same pattern of goods and serv- 
ices abroad, with due allowance being 
made for their availability and cost in 
the foreign location, as well as for 
modifications that may be required for 
climatic and special living conditions. 
Accordingly, this package of goods 
and services is priced both in Washing- 
ton and in the foreign location and a 
weighted comparison made. The re- 
sults are then expressed as an index 
number. If the index has been cor- 
rectly constructed, that is to say, if 
the package of goods and services is 
an accurate reflection of the employ- 
ee’s consumption behavior, then the 
index should correctly measure the 
difference in living costs between the 
two locations for the average employ- 
ee on whom it was based. 

When a cost-of-living index has 
been established for a certain income 
level and family size, the problem is 
then to move from this point to other 
income levels and other family sizes so 
that the index can be used to deter- 
mine the appropriate allowances in 
these instances. 

Most companies using the State De- 
partment index determine allowances 
for income levels other than that at 
the indexing point by applying the 
Department’s “spendable income” 
curve. This represents the income 
available for current consumption for 
a range of salaries after taxes, savings, 
and insurance have been deducted. It 
is calculated on the assumption that 
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the incremental expense for every em- 
ployee in a high cost-of-living area is 
the same percentage of his expendi- 
tures for current consumption as that 
of the employee on whom the index 
is based. Or, in other words, it is as- 
sumed that current consumption as a 
function of income follows the same 
slope abroad as in the U.S. For em- 
ployees of the State Department, this 
assumption is quite reasonable. But 
when used to determine allowances 
for American managerial personnel 
abroad, the “spendable income” curve 
tends to introduce a distortion in the 
higher income brackets that often re- 
sults in excessive allowance payments. 


Foreign Consumption Patterns: 
The Flattening Curve 

To understand how this distortion 
comes about, it is necessary to consid- 
er what happens to American spend- 
ing habits as income increases. In the 
United States, executive personnel as 
a rule do not level out their consump- 
tion expenditures until they have 
reached a fairly high income level. But 
the, American executive overseas tends 
to have an expenditure curve that is 
significantly flatter than that in the 
US. Thus, the assumption that the 
consumption expenditure curve over- 
seas is a multiple of, or has the same 
slope as, the U.S. curve is not borne 
out in fact. ; 

The reasons for the differences are 
apparent to anyone familiar with 
Americans living abroad, particularly 
outside of western Europe. Most 
Americans overseas live and function 
socially as a group, irrespective of in- 
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come level, to a much greater extent 
than they would in the U.S. In addi- 
tion to the element of social pressure, 
whether from the foreign community, 
or because the American businessman 
feels that he has to maintain a certain 
standard of living, there are several 
other factors which tend to make the 
consumption curve flatter abroad. Be- 
cause there is often less variety in the 
food they can buy, all families tend to 
eat in much the same way, regardless 
of their income. They also purchase 
their food at the same stores. They 
usually drive similar low-priced cars, 
belong to the same clubs, and enter- 
tain one another. Their consumption 
patterns are, in fact, the direct oppo- 
site of those of their home communi- 
ties. 

The amount of error introduced in- 
to an allowance system by assuming 
that the consumption curve abroad is 


a multiple of that in the U.S. depends 
first on how far the slope of the over- 
seas curve differs from that of the U.S. 
in a particular location. Flattest in an 
isolated oil or mining camp, it most 
nearly matches the slope of the US. 
curve in the large cities of western 
Europe. Second, the error depends on 
the index point from which the extrap- 
olation is made. If the point chosen 
represents a typical salary and size of 
family for the employee group under 
consideration, there is relatively little 
error. But, if the employees are at 
significantly higher or lower income 
levels than the index point, quite 
serious distortions are bound to 
develop. 

Representative examples of the 
amount and type of error introduced 
in this way are shown in Figures 1 
and 2. The data for both illustrations 
are drawn from field studies by Asso- 
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FIGURE 1 
Costs of Living—Foreign Urban Area 
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FIGURE 2 
Costs of Living—Foreign Oil Camp 





ciates for International Research, Inc. 
(AIRINC). Figure 1 is based on liv- 
ing costs in a large foreign city (not 
in western Europe). The solid line 
shows the cost-of-living allowance in- 
dicated by the Department of State 
“spendable income” curve; the dot- 
ted line indicates the cost-of-living 
allowance determined through study 
of the actual consumption behavior of 
the employee group based at this 
location. 

Figure 2 is based on living costs in 
an oil camp. Here the company con- 
cerned had modified the State De- 
partment curve by adding a certain 
amount to the sum indicated by the 


“spendable income” curves which was 
reduced as salary increased. The al- 
lowances were also made constant at 
a salary of $12,000 a year. Both these 
modifications helped to reduce the 
“multiple” error; however, the empi- 
rically derived curve is still signifi- 
cantly different from that indicated 
by the modified State Department 
curves. 

Where there have been protests from 
employees at lower income levels, or 
when, for other reasons, management 
has decided that allowances are insuf- 
ficient, the adjustment has often been 
made by either adding to the index 
number or adding a monetary supple- 
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ment to the allowances. Such correc- 
tions, obviously, have merely exagger- 
ated the overpayments at higher levels. 

The determination of allowances for 
families of a size different from that 
for which the index was constructed 
also causes inequities in many systems. 
For purposes of administrative simpli- 
fication, programs are often based on 
married and single categories only. If 
the system has been calculated on a 
two-child family, then families smaller 
than this are overpaid, while larger 
ones are penalized. If the calculations 
are based on a childless family, then 
the man with three or more children 
is often discriminated against, even in 
those systems where arbitrary addi- 
tions for children are made. 

In using a cost-of-living index to de- 
termine the allowances, management 
should therefore consider these two 
points: 

1. Does the index measure a bundle 
of goods and services that is represen- 
tative of the employees for whom it 
will be used? Does it measure an ap- 
propriate standard of living? 

2. Is the information supplied by 
the index being used in a way that in- 
sures maximum fairness to employees 
and minimum cost to the company? 


Problem of the 
“Third Country” National 

The objections outlined above to 
the use of the State Department index 
in calculating cost-of-living allow- 
ances for American expatriates are still 
more serious, however, when the in- 
dex is applied to the compensation of 
“third country” nationals. Lacking 


the appropriate cost-of-living informa- 
tion for these employees, many Amer- 
ican companies determine their al- 
lowances by netting the difference 
between the State Department indices 
for their home base and the foreign 
location to which they are to be as- 
signed. Thus, the cost-of-living allow- 
ance for a British employee being sent 
to Bombay is arrived at as follows: 

Bombay compared with 

Washington 

London compared with 

Washington 

Thus, Bombay compared 

with London 


As a rule, this error is further com- 
pounded by applying the State De- 
partment’s “spendable income” curve 
to the index number which has been 
calculated in this fashion. Such an ap- 
proach is irrational on a number of 
counts. It is also understandably diffi- 
cult to justify to the European expatri- 
ate employee. 

Its worst feature, however, is its im- 
pact on the relations between Ameri- 
can and European employees at the 
same overseas location. If the index of 
the European’s home country is above 
100, then the index number used to 
calculate his cost-of-living allowance 
elsewhere will always be lower than 
that used for the American. Since he 
invariably receives a lower base salary, 
it follows that if his cost-of-living al- 
lowance is determined as a percentage 
of his “spendable income” in accord- 
ance with an index reached via the 
London-Washington-Bombay route, 
he will receive a smaller percentage 
of a smaller income. But in actual fact, 
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his extra expenses in a location where 
living costs are high will be only 
slightly less than those of his Ameri- 
can colleagues. Thus, the same system 
that overpays the American expatriate 
may seriously shortchange the Euro- 
pean who works alongside him. 

In summary, then, if a cost-of-living 
index is to be used as the basis for 
calculating cost-of-living allowances 
for overseas personnel, the indexing 
point should be that of a typical em- 
ployee. Where there is a wide spread 
in salary ranges, the use of more than 
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one indexing point is indicated. Fur- 
ther, where the employees are Euro- 
pean expatriates, the living costs of 
their overseas locations should be 
compared with those in their home 
countries as those of American em- 
ployees are. Finally, any curves and 
tables that are developed to move from 
the indexing point or points to other 
combinations of income level and 
family size should reflect, as clearly as 
possible, the actual consumption be- 
havior of employees in the locations 
in question. 


Industry’s Eyesight 


From 30 to 60 per cent of American employees may have inadequate vision for 
their jobs, according to the results of company vision-testing programs involving 
thousands of workers and reported in the Guide to Occupational and Other Visual 
Needs. Most of the defects thus uncovered, however—about 9 out of 10—have 
proved correctible, the Guide points out. In one pioneering company, a single de- 
partment estimated that its program of testing and correction resulted in a monthly 
saving of $6,000—in terms of spoilage, man-hours, and customer satisfaction. 

Among the particular defects prevalent in the working population, glaucoma af.- 
fects about 1,233,000 people over the age of 40, more than half of whom do not 
know that they have it, according to the National Association for the Prevention of 
Blindness. An even greater number of people suffer from such lesser defects as 
presbyopia, a kind of far-sightedness that comes with increasing age. 

The most serious problem for these people, and for many others who wear glasses 
on the job, is intermediate-range vision. The problem arises because objects roughly 
an arm’s length away cannot be seen clearly through reading glasses, or the reading 
segment of bifocals, while they are too close for distance lenses. This intermediate 
range, however, is the “crucial seeing distance” for a large number of job operations. 

In general, one authority maintains, jobs are presenting ever-more-stringent visual 
demands as the work changes wrought by automation require people to see clearly 
in all three ranges: distant, intermediate, and near. This demand can be met by 
multifocal lenses, which can be designed to meet the requirements of a great num- 
ber of jobs. Such improvement in visual efficiency, says another expert, will prove 
considerably more economical to industry than an eye-safety program alone. 





To overcome the limitations of the personnel 
ratio as a staffing guide, the Adams Division of Le- 
Tourneau-W estinghouse Company has developed 
a new kind of yardstick that shows the number 
of people needed to perform a specific work load. 


The Personnel Activity Index: 
A New Budgeting Tool 


W. C. JACKSON 


Industrial Relations Manager 
Adams Division 
LeTourneau-Westinghouse Company 
Indianapolis 


Tue conrinuep pressure to reduce 
overhead is forcing many an indus- 
trial relations director these days to 
take a hard look at the staffing of his 
department. Are all these people really 
necessary—and even if they are, how 
can he prove it? What yardstick can 
he use that will tell him what his 
budgeted strength should be to keep 
the department operating with maxi- 
mum economy and efficiency? 

In recent years, the most commonly 
accepted index for answering ques- 
tions of this kind has been the per- 
sonnel ratio, i, the number of 
people on the personnel staff per 100 
employees. The Industrial Relations 
Center of The University of Minne- 
sota has been surveying personnel ra- 
tios in a wide cross section of American 


industry since 1948. These surveys, 
which have been regularly published 
in Personnex,* have revealed a num- 
ber of variations from the traditional 
ratio of 1.00. 

Though the Minnesota surveys have 
been continually refined, and their 
findings are now carefully broken 
down by company size and type, as 
well as by industry category, many 
companies have found them of some- 
what limited value as a budgetary con- 
trol tool. The main reason for this is 
that the optimum ratio for a particular 
personnel staff is obviously dependent 
on the department’s level of activity. 
At times of accelerated hiring or lay- 
off, for instance, the work load on the 
personnel department increases, and 
more people are needed to handle it. 
When employment remains stable, the 
work load is less and the department 
can operate with a smaller staff. The 


*The findings of the 1960 survey, which has 
been extensively revised and expanded over the 
surveys of previous years, appear in the Novem- 
ber-December issue of PERSONNEL, pp. 18-28. 
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average personnel ratio prevailing 
throughout industry in general, or 
even in comparable companies, affords 
only a rough guide, therefore, to the 
personnel department head who wants 
to know what his budgeted payroll 
should be at any particular time. 

What is really needed is a yardstick 
that will indicate the amount of staff 
needed to perform a specific work 
load. There are, in fact, some indices 
already in standard use that at first 
glance suggest themselves as being 
~ suitable for this purpose—for example, 
the turnover rate, calculated as a sep- 
aration rate and sometimes also as a 
hiring or acquisition rate. Together, 
these two show the movements into 
and out of the company’s workforce. 

But these movements, of course, ac- 
count for only a part of the personnel 
department’s many activities, so that 
turnover rate alone is not an adequate 
measure of its work load. 

In search of a more practical, but 
more accurate, measure whereby we 
could gauge the number of people 
needed to carry out the personnel de- 
partment’s responsibilities, we at Le- 
Tourneau-Westinghouse decided to 
construct an index supplementing our 
turnover rate with other yardsticks 
that could be readily obtained from 
the department’s records. As will be 


seen, the index we devised is not a' 


hard-and-fast formula, and any com- 
pany that decided to adopt the same 
procedure would have to start by de- 
ciding on its own components first. 
But it seems to be a workable meas- 
uring tool, and the particular units we 
used can probably serve as helpful 
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guidelines for other companies work- 
ing out their own formulas. 

We looked for statistics that could 
measure other departmental activities, 
and found data readily available on 
three major responsibilities: rate 
changes, transfers, and the processing 
of first-aid cases. 

When these activities were consid- 
ered along with separations and ac- 
cessions, a reasonably complete picture 
of the department’s work emerged. 
This is not to say that the department 
performs only these five functions. 
The remaining ones, however, for 
which statistical records are seldom 
maintained, usually vary with the level 
of employment; thus, their omission 
did not seriously distort our proposed 
index. The choice of activities to be 
measured is, however, an individual 
matter, and each personnel director 
must decide for himself which sets of 
figures will be truly indicative of his 
department’s work load. 

These, then, were the measures we 
adopted as forming the basis of our 
Personnel Activity Index (PAI): 

1. Hiring rate. (No. of hires + average 

employment.) 

2. Separation rate. (No. of separations + 

average employment.) 

3. Transfer rate. (No. of transfers + 

average employment.) 

4. Rate-change rate. (No. of individual 

rate changes + average employment.) 

5. First-aid rate. (No. of first-aid cases re- 

ported + average employment.) 


The period of average employment 
to be used to obtain the above rates 
was set at one month. 

Though we could have computed 
an index of sorts by adding these five 





rates together, this procedure would 
have overlooked the fact that consid- 
erably more work is involved in hir- 
ing a man than in separating one. 
Similarly, it takes more time and ef- 
fort to complete a transfer than to 
process a rate change. Obviously, the 
elements had to be assigned different 
weights in proportion to the amount 
of work they entail. 

Through discussion with several 
members of the department, we finally 
decided to adopt the weights listed 
below. (It should be emphasized that 
these, of course, are not necessarily 
valid for other companies.) 

Activity Weight 
Hiring—including _ requisitions, 
advertising, or other means of re- 
cruiting, interviewing, handling 
correspondence, testing, selection: 6 
Separating—including analysis 
of reasons, discussions with depart- 
ment head and union, clearing up 
records, issuing checks: 
Transfers—discussion of job as- 
signments, clearing with various 
department heads: 

Rate changes—processing, cor- 

recting records, analyzing con- 

sistency: 1 

First-aid cases—reports to first- 

aid department, treating, recording: 1 

With our components thus weight- 
ed, we were able to arrive at a Person- 
nel Activity Index for each month in 
two steps: (1) adding together six 
times the number of accessions, twice 
the number of separations, twice the 
number of transfers, and the number 
of rate changes and first-aid cases; and 
(2) dividing the total by our average 
employment for the month. 

Not only was this formula a simple 
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one but, as has been indicated, it was 
easy to assemble the necessary data, 
since most of it was customarily kept 
on file for other reasons. 

Now, of course, we had to find out 
what—if anything—the PAI actually 
meant as a personnel budgeting tool. 
Clearly, it had no practical significance 
unless we could establish that it was, 
in fact, a reasonably accurate indicator 
of the department’s work load at any 
given moment. In addition, we need- 
ed to relate this work-load index to 
the manpower of the department. This 
we could do through the personnel 
ratio. 

Our only way of ascertaining this 
was to work backwards and apply the 
index to past experience. We were 
aware, of course, of the inherent de- 
fects of such an approach. Our past 
experience might have been wrong all 
along and any conclusions based on it 
would therefore serve only to perpetu- 
ate former errors. But this objection 
is actually more theoretical than real. 
As a matter of practical experience we 
knew that there had been times in the 
past when the department was clearly 
overworked and others when there 
was not enough work to go around. 
We also knew that there had been pe- 
riods when our departmental strength 
had appeared to be just about right for 
the work load at the time. If the same 
variations appeared when our new in- 
dex was matched against past staffing 
ratios, we had reasonable assurance 
that the PAI could henceforth tell us 
how many staff members would be 
needed to perform a particular work 
load. 
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We began, therefore, by plotting our 
over-all employment level and our 
varying personnel ratio for the years 
1947-1960. From the curves that re- 
sulted (Figure 1) it can be seen that 
several major fluctuations in our em- 
ployment level occurred over this pe- 
riod and that the PR tended to rise at 
times of falling employment—indi- 
cating that the staff remained constant 
though there was presumably less 
work to do. But the relation between 
the curves is not very clear and, of 
course, does not show whether, at any 
given moment, the personnel ratio 
was above or below what it should 
have been or whether it was just right. 

Next, we computed our activity in- 
dex for the same period. While most 
of the necessary monthly figures were 
available in reports of one sort or 
another, some early data—on rate 
changes and transfers, for instance— 
had to be reconstructed. Incidentally, 
the weighting originally devised for 
the PAI was not used throughout, 
since the department had taken on 
additional medical and safety activi- 
ties in 1955. Because these new duties 
increased our first-aid activities, the 
weight of this element was according- 
ly raised from 1 to 15 in our calcula- 
tions from that year on. 

When we added the PAI curve to 
the other two curves (Figure 2), cer- 
tain consistencies and deviations be- 
came evident. To determine what 
these meant, we applied statistical 
analysis to the data covering a ten-year 
span. Our normal activity level, this 
analysis showed, was .65; the normal 
personnel ratio, 1.00. Using these two 
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figures as equivalent values and taking 
into account the standard deviation of 
the PAI, which we found to be .20, 
and the normal fluctuations in the 
personnel ratio, we developed the fol- 
lowing table of correlations: 


PR 
1.25 
1.20 
1.15 
1.10 
1.05 
1.00 
A) 
90 
85 
80 


In other words, for our department, 
an activity level of .65 necessitates a 
personnel ratio of 1.00, an activity level 
of .75 a PR of 1.05, and so forth. Need- 
less to say, these correlations would 
not be applicable to any other com- 
pany. 

Applying these correlations to the 
curves shown in Figure 2, it will now 
be seen that at certain times the de- 
partment’s staffing was apparently 
more or less than what it should have 
been. Thus, in periods of accelerated 
turnover, when the PAI rose to .85 
and higher, the PR was 1.1 to 1.2; but 
when employment became more sta- 
ble, and the PAI dropped to a mainte- 
nance level of .45, the PR was 90 or 
less. 

On the other hand, the curves also 
show that, if our strength was just 
about right at these times, then it was 
not sufficient for the work load dur- 
ing 194748 and again in 1951. This 
actually was the case—the department 
was, in fact, understaffed at those 
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times and its work fell behind as a 
result. 

Here, then, was confirmation from 
past experience that both our PAI for- 
mula and our table of correlations 
could serve as a usable budgeting tool. 
Perhaps it should be re-emphasized 
here that neither the formula nor the 
correlations were taken directly from 
past experience: they were based ini- 
tially on our judgment of the situation. 
It was necessary, however, to check 
the values used against past experience 
to determine how sound our reason- 
ing had been. 

It should also be noted that it would 
be impractical to expect an exact cor- 
respondence at all times between the 
PAI and the PR, since the employment 
level and the other factors affecting 
the work load usually fluctuate more 
rapidly than departmental strength 
can be increased or cut back. When 
there is a sudden change in the em- 
ployment level, for example, the PR 
is bound to be out of line, as it was in 
our case in the middle of 1949 when, 
as the chart shows, employment (and 
the PAI) dropped rapidly while the 
PR rose. Though the department was 
then evidently overstaffed, the sud- 
denness of the change made this un- 
avoidable. Such inevitable discrepan- 
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cies do not, however, seriously detract 
from the usefulness of the PAI under 
a company’s normal operating con- 
ditions. 

Incidentally, the use of this index 
need not be confined to the personnel 
department, for the staffing of other in- 
direct departments is probably amen- 
able to the same kind of analysis. 
Whatever the application, the follow- 
ing sequence of steps should be ob- 
served: 

1. Establish a formula for calculating an 

activity level or work load index. 

2. Apply this index to past experience and 
see how it compares with past staffing 
ratios. 

. Determine the correlations between 

work load and departmental strength. 

. Conduct periodic checks on the for- 

mula and the table of correlations so 
that they may be adjusted to any major 
changes in the company’s operations. 

Though it may be necessary to re- 
vise the index from time to time, such 
adjustments are not very difficult to 
work out and do not require any ex- 
tensive gathering of data. The PAI, 
in short, appears to be a practical tool 
by means of which a department can 
determine its own changing staff needs 
and thereby achieve more flexible, 
more individual, and hence more 
economical, personnel planning. 








AMA’s Directory of Local Personnel and Training Groups 


Tus 1961 edition of the Directory will appear in the March-April issue of Personnet. 

To make the Directory as complete as possible, the Editors urge all groups that 
have been formed during the past year, as well as any others that have not been in- 
cluded in previous editions, to write for a copy of the information sheet from which 
listings are compiled. Letters should be addressed to Personne. Magazine, American 
Management Association, 1515 Broadway, New York 36, N. Y. 











New pressures confronting busi- 
ness in the years abead will 
significantly affect the person- 
nel man’s role. Whether for the 
better or worse will be up to 
him. 


Personnel 
Management: 


Problems and Opportunities 


ALBERT F. WATTERS 


Vice President 
General Foods Corporation 
White Plains, New York 


Tue mma nvretus for the develop- 


ment of the present concept of person- 
nel management was supplied by the 
depression that began with the stock 
market crash in October, 1929. By the 
spring of 1933, nearly 13 million peo- 
ple—almost 23 per cent of the nation’s 
labor force—were unemployed. The 
legislative action required to meet this 
critical situation culminated in the 
passage of the Wagner Act, with the 
concomitant pressures on industrial 
workers to organize into unions. Man- 
agement thus found itself in a situation 
where it was required to bargain col- 
lectively with its unionized employees. 
Other new laws continued to come 
out of Washington at a rapid pace— 
laws that directly related to employer- 


employee relationships. The whole 
pattern of personnel administration in 
the Thirties centered on the issues aris- 
ing from this kind of climate and the 
new ideal of collective bargaining. 

These years were a time of struggle 
and strife, with businessmen trying to 
regain lost markets, workers seeking 
jobs, and labor unions fighting for 
recognition. The traditional concepts 
of craft unions were permanently al- 
tered as the new industrial unions 
came into being and organized them- 
selves into new groupings that cut 
across individual company lines and 
exerted their pressures on a nation- 
wide basis. During these years, em- 
ployers were forced to acquire new 
knowledge and to develop new meth- 
ods of dealing with their employees. 
The presence of unions was a major 
influence in this development. 

With the advent of World War II, 
a whole new set of pressures and prob- 





Nore. This article has been adapted from the author’s address at a recent seminar conducted by the 
Bureau of Industrial Relations of The University of Michigan. 
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lems arose for the personnel manager. 
The era of labor plenty vanished over- 
night. To help meet the need for work- 
ers in the war industries, millions of 
women and older people entered the 
labor market, giving rise to new prob- 
lems of job training. Because of the 
demand for war goods to support a 
global conflict, the personnel manager 
became preoccupied with the urgent 
priorities of production—and with 
production people. 

At the end of 1945 the nation turned 
to the job of reconstruction and the 
transition back to a peacetime econ- 
omy. For the personnel manager, this 
was a time when business turned 
again to consumer markets and some 
ten million men and women left the 
armed forces to seek civilian em- 
ployment. Companies concentrated on 
filling the empty pipelines with con- 
sumer goods. The main concern was 
to step up consumer production. As 
the rush of pent-up consumer demand 
created new markets, the post-war 
boom got under way. Through the 
rest of the 1940’s and the decade of 
the ’50’s, a burgeoning economy cre- 
ated jobs for millions of new workers. 
In this era of comparative peace and 
unparalleled prosperity, there was lit- 
tle need for radical change or innova- 
tion in personnel management. 


How Business Has Changed 


Today, however, as we begin the 
decade of the 1960’s, the business pic- 
ture shows a number of important 
new factors that will exert a signifi- 
cant influence on the future of the 
personnel function. These new factors 
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are visible on every hand—in the 
domestic political climate, in the in- 
ternational arena, in new methods of 
marketing and distribution, in the 
backdrop of modern union relations, 
and in the spectacular technological 
and educational advances that are 
changing our very lives, 

On the domestic political scene, a 
new type of “Ivy League” politician is 
clearly in charge. The old-time “king- 
maker”—the big city political boss 
who could make or break a candidate 
through the traditional ward-and-pre- 
cinct system of political control—has 
seen his power pass into the hands of 
men who, by comparison, are political 
newcomers. 

Overseas, expanding populations 
and new middle-class markets in 
western Europe and Japan have cre- 
ated a business prosperity that rivals 
our own. As a result of lower produc- 
tion costs and technological advances, 
European and Japanese producers are 
invading our traditional overseas 
markets with quality goods at prices 
below ours and are making a serious 
bid for our domestic trade. American 
industry must therefore find new ways 
to make better goods at lower prices, 
both to protect the home market and 
to take advantage of foreign buying 
power by selling more goods over- 
seas. There is also an urgent need for 
American business to invest in under- 
developed nations that are looking for 
a helping hand. 

Here at home, shifts in the popula- 
tion centers and stringent business 
competition are radically altering 
methods of marketing and placing 
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heavy emphasis on costs of distribu- 
tion. Caught up in a period of un- 
equaled competitive growth, with new 
products coming on the market at a 
‘constantly accelerating rate, business 
is spending record amounts for adver- 
tising in a strenuous effort to capture 
a larger share of the consumer dollar. 
In conjunction with our rapidly grow- 
ing interests in overseas markets, these 
efforts are giving rise to an important 
type of managerial and marketing 
employee in the structure of many 
business organizations, both large and 
small. 

The explosive growth of technolog- 
ical innovation, coupled with the 
rise in educational levels, constitutes 
another important influence upon 
management. The nation’s workforce 
is expected to alter radically during 
the next ten years, We can expect to 
see marked changes in the types and 
numbers of jobs, in the levels at which 
they are positioned, in the skills they 
require, and in the kinds of people we 
employ, as compared with the past 30 
years. With an increasing number of 
college and high school graduates, 
there will be a rise in the general edu- 
cational level of the population. In five 
years, 40 per cent more young people 
will be completing high school; and 
the percentage of our youth in college 
will triple during the next generation. 
Future entrants into the job market 
will ‘bring with them new points of 
view, new needs, and new expecta- 
tions. 

In the light of these new influences 
at work in business today, it is clear 
that personnel people must play a new 


role on the management team of the 
future. To do this, they must success- 
fully meet three special problems. 


Personnel and the 
Management Team of the Future 

First and foremost is the need for a 
broader concept of the job of person- 
nel management. As I see it, our long- 
range objective should be to help 
management identify, select, utilize, 
develop, and compensate the kinds of 
people needed to achieve its over-all 
goals—people who will have the in- 
genuity and good judgment required 
to develop new business processes, the 
acumen to administer sound business 
programs, the necessary sensitivity to 
shifts in distribution patterns, and the 
ability to exact the maximum volun- 
tary growth and productivity from 
each individual. 

This calls for a work focus that is 
completely new to many personnel 
people. It requires them to understand 
and identify themselves with manage- 
ment’s main objectives—profit and 
growth. And it means that they must 
be willing to be held accountable for 
results, for progress measured against 
specific objectives. 

To the degree that they do this, 
they will at once be relating their ef- 
forts to the corporate cash register 
and will be embarking on a course of 
action that identifies itself with major 
management objectives. This in turn 
implies dealing in ideas and futures. It 
seems logical, therefore, to assume 
that a higher degree of idea manage- 
ment must become a part of the daily 
personnel job if personnel men are to 
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earn and hold their place on tomor- 
row’s management team. 

Idea management—the second of 
our three key areas—stands in sharp 
contrast to procedure and program 
management, which in itself implies 
management of systems that are al- 
ready in existence. In planning objec- 
tives related to profitability and 
growth, corporate management deals 
particularly with ideas and problems 
in terms of the future. Personnel man- 
agers must likewise deal more and 
more in concepts predicated on what 
lies ahead. 

When we talk about idea manage- 
ment in a personnel sense, what do we 
mean? Two avenues in particular im- 
mediately occur to me: 

1. The need for new concepts of 
organization. As we know, the mili- 
tary concept of line and staff organiza- 
tion has prevailed in American indus- 
try for many years. But there are 
encouraging signs that many manage- 
ments are now willing to study and 
experiment with the new forms of 
organization required by changes in 
the general structure of the workforce. 
There is also evidence of an increasing 
readiness to organize job relationships 
and responsibilities in terms of agreed- 
upon end results, as well as to create 
a climate within the company in which 
individual goals can be achieved. 

2. The need for new concepts of 
motivation. Motivation remains one of 
the important unexplored areas of 
profit opportunity for management. 
In a business system such as ours, in 
which managerial control is based on 
consent rather than coercion, motiva- 
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tion is of critical importance. There is 
a growing need to improve motivation 
through better management. 

The third special problem area to 
which, I suggest, personnel men 
should direct particular attention in 
the years ahead revolves around the 
existence of key employee groups in 
our enterprises. Personnel people must 
identify these groups and distinguish 
the degree of impact that each group 
has on corporate growth and profita- 
bility. They must also direct their ef- 
forts in terms of the needs and expec- 
tations of these key employees. 


The Key Employee Groups 

During much of the past 30 years, 
personnel management has been prin- 
cipally occupied with the problems of 
employees in large groups. As a mat- 
ter of fact, the performance and value 
of the personnel function has often 
been evaluated on a purely quantita- 
tive basis—by the number of employ- 
ees handled, the number of unions 
dealt with, the number and location of 
plants, the number of labor contracts 
successfully written, the number of 
strikes avoided, the number of griev- 
ances and arbitration cases successfully 
concluded, and so on. But today, mere 
numbers are no longer a valid basis 
for judging the constructiveness of the 
personnel function; the relative impor- 
tance of the various segments of the 
workforce cannot be determined by 
the per-cent-of-payroll method. Today 
we face the emergence of certain key 
employee groups who qualitatively 
will account for a larger share of cor- 


porate profitability and growth. 
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The researcher, the engineer, the 
marketing specialist, the manager, the 
outside salesman are typical of these 
key people whose contributions to cor- 
porate growth and profitability far 
outweigh their numbers expressed as 
a percentage of payroll. They are the 
cutting edge of the workforce tool. 
Their needs must be considered from 
a different perspective than that tradi- 
tionally taken with respect to mass 
groups of factory employees. 

How are we to go about identifying 
these key groups? We can start by 
looking at the national picture—its 
projections for the future—and then 
reflect these forecasts against our own 
company needs. 

At the moment, the semiskilled 
group is the largest in the labor force, 
numbering about 12 million persons, 
of whom more than one-fourth are 
women. This group has grown rap- 
idly during the recent decades of 
industrial expansion, especially in man- 
ufacturing employment. Though au- 
tomated processes are now taking over 
many operations formerly performed 
by these workers, further significant 
changes are expected in semiskilled 
jobs, particularly in manufacturing in- 
dustries. 

Another growing key group is the 
skilled workers, who are expected to 
total nearly 11 million by 1970—nearly 
13 per cent of the working population. 
This increase will result from the tech- 
nological advances of industry and 
the resulting needs for new and higher 
skills. 

Professional workers are another 
key group. Today, the nation’s white- 


collar workers already exceed the 
number of persons employed in man- 
ual occupations. During the next ten 
years, this trend will continue and ac- 
celerate. The fastest growth will occur 
among the professional and technical 
groups, especially engineers, scientists, 
and technicians, as well as among 
marketing and sales personnel. These 
will increase by 40 per cent to over 
11 million workers, as opposed to an 
increase of about 18 per cent for the 
labor force as a whole. 

In my own company, out of a total 
workforce of 22,000, we have some 
5,000 so-called key employees, who 
contribute much more to profitability 
than their numbers would indicate. 
By 1970, it seems likely that 30 per 
cent or more of our employees may be 
scientists and engineers, marketing 
specialists, and managers. 


The Cornerstones of New Policies 


Once we have identified our key 
groups, we face the task of developing 
policies in line with their expectations 
and needs. In an era of high incomes, 
maximum employment, more leisure 
time, and a high level of education, 
employees look beyond monetary re- 
wards for job satisfactions that lie in 
the opportunities we give the individ- 
ual to use his own ideas and resources 
—to achieve maximum growth and 
self-development. These requirements, 
I suggest, will necessitate the develop- 
ment of new policies in four basic ele- 
ments of the personnel function: 


1. Organization. In organizing our 
work groups, we must move away 
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from the rigid, formal patterns of the 
past toward a greater awareness of 
the dynamic relationships among peo- 
ple as the clue to greater organization 
potential. Key employees, especially, 
must be given the freedom to work at 
the highest capacities of which they 
are capable, and ways must be found 
to provide this freedom within the 
disciplines of the business organiza- 
tion. This may mean greater decen- 
tralization of authority and responsi- 
bility for end results—the development 
of teams with direct profit responsibil- 
ity that at the same time operate within 
the formal framework of the mulkti- 
product organization. In our research 
laboratories, it may mean providing 
professional channels of advancement 
that parallel managerial channels in 
compensation and status. In the sales 


area, it may require a sharper distinc- 
tion between selling and managing 
duties, and the establishment of job 
functions that will make fuller use of 
the initiative and creative potential of 
people in the selling organization. 


2. Selection. There will be a need 
for better specifications for higher- 
level positions to serve as the basis for 
selection. Clearer definitions of the 
critical differences among jobs and 
the different abilities and skills re- 
quired to fill them should produce 
sharper selection criteria against which 
candidates can be assessed. 

Because of the higher investment 
per man for the key employee, as well 
as his greater potential for the com- 
pany, selection procedures will have to 
be applied more carefully than ever 
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before to provide as much relevant in- 
formation as possible about individual 
candidates, More attention must be 
given to the particular business envi- 
ronment in which the higher-level em- 
ployee will be working and the degree 
to which this environment is likely to 
be compatible with his own value sys- 
tem, experience, and interests as an 
individual. 


3. Development. The key employee 
often needs more freedom to realize 
his full potential and make his maxi- 
mum contribution. Study must there- 
fore be directed at identifying, if pos- 
sible, the processes and forces that 
contribute most to his development. 
Management must also work toward 
creating an environment in which 
people will be motivated to develop 
themselves. Our appraisal systems still 
need much study if they are to be ef- 
fective as tools for future development 
as well as for the review of past per- 
formance. This calls for appraisals 
geared to the accomplishment of job 
objectives and to accountability for re- 
sults, It thus requires the joint partici- 
pation of supervisor and subordinate, 
for it is in the “supportive” relation- 
ship to which this participation con- 
tributes that both of them can reach 
an understanding of the end results to 
be achieved. 


4. Compensation. Studies have 
shown that higher-level employees re- 
quire broader types of compensation 
than purely monetary rewards. Chal- 
lenging work, recognition for a job 
well done, a better environmient, and 





PROBLEMS AND OPPORTUNITIES IN PERSONNEL 59 


opportunities for creativity and growth 
are among the incentives to maximum 
effort by key employees. We have 
known these things for years, but we 
have tended to overlook them. Now 
that the key employee is moving to 
the forefront, compensation systems 
offering broader appeals to his job 
needs are becoming more important. 

Whereas the legendary figures of 


tential of our human_resources. 
Through the development of policies 
that will motivate key employees, per- 
sonnel men can make a major contri- 
bution to successful management— 
stimulating those people who contrib- 
ute most to profitability and growth. 

For the difference between what 
people can do and what they will do 
remains one of the great unexplored 


our industrial past were the geniuses 
of finance, technology, production— 
the Schwabs, the Edisons, and the 
Fords—the managerial genius of the 
future will be found among those who 


sources of corporate profits. How to 
stimulate the maximum contribution 
from those who have most to offer rep- 
resents one of the most potentially 
rewarding challenges that lie before 


lead the way in maximizing the po- us. 


The Nation’s Growing Welfare Programs 


GovERNMENTAL EXPENDITURES for social insurance—Social Security, workmen’s com- 
pensation, unemployment insurance, and retirement systems for government em- 
ployees—totaled nearly $16 billion in the fiscal year 1958, according to the 1960 edi- 
tion of Health, Education, and Welfare Trends. Spending by federal, state, and local 
government agencies for other public welfare programs—old-age assistance, aid to 
dependent children and to blind and disabled people, vocational rehabilitation, and 
the like—came to $4.5 billion. In 1935, by contrast, when the Social Security program 
was instituted, social insurance cost only $383.7 million, though expenditures for the 
other welfare programs had already passed the $3 billion mark. 

From 1929 to 1959, the booklet reports, payments for social insurance and public 
assistance climbed from $0.9 billion to $24.4 billion. In 1929, they accounted for 1 per 
cent of the nation’s total personal income; 30 years later, they accounted for nearly 
6.5 per cent. The Social Security program alone paid total monthly benefits of about 
$850 million to an estimated 13.8 million people—60 times as many as received 
benefits in 1940. The number of people legally covered by OASDI has almost dou- 
bled over the past 20 years, and now represents over nine-tenths of the employed 
workforce. Workmen’s compensation, another major component of the social insur- 
ance program, now covers about four-fifths of employed wage-and-salary workers. 
In 1958, over $1.1 billion was paid out in compensation and in medical and hospi- 
talization benefits—62 per cent by private insurance companies, 26 per cent by state 
and federal funds, and 12 per cent by employers’ self-insurance plans. 

In addition to detailed inforr-ation on government welfare programs, Health, 
Education, and Welfare Trends cox. ains statistical data showing the strides that have 
been made—and the problems that remain—in the fields of health and education. 
Copies are available from the Superintendent of Documents, U.S. Government Print- 
ing Office, Washington 25, D.C.; price 50 cents each. 





from the 


: arbitration docket 





The Issue 


The Contract 


The Union’s Argument 





Can the employer assign men 
to Saturday overtime without 
regard to seniority to fill a rush 
order received just before quit- 
ting time on Friday? 


Overtime will be distributed in 
accordance with seniority, ex- 
cept in the case of an emer- 
gency. 


A rush order isn’t an emer- 
gency. Furthermore, an emer- 
gency would relieve the em- 
ployer of the obligation to give 
three hours’ notice of overtime. 
It wouldn’t permit by-passing 
of senior employees. 





Do partial days worked count 
toward eligibility for vacations? 


“Employees who worked for 
the employer and drew pay for 
125 days during the preceding 
year are entitled to paid va- 
cations.” 


The grievant worked on each 
of the 125 days. Therefore, he’s 
entitled to a vacation even 
though he left early on two 
of those days. 





Such discipline was permitted 
when an employee had no rea- 
sonable excuse for failure to 
report. 


The employee was away on a 
fishing trip when the recall no- 
tice was delivered to his home. 
He couldn’t be reached. That 
was a reasonable excuse. 





the employer change shift 
if the union doesn’t 


The contract prescribed starting 
and quitting times but per- 
mitted changes “in the event 
that a situation shall arise that 
will require the employer to 
ask for a change.” 


The circumstances prompting 
the change were known at the 
time of negotiations. Nothing 
new has happened, so shift 
hours can’t be changed. 





A man returning from a medi- 
cal leave must be put to work 
within seven days of the ex- 
Piration of the leave. 


The grievant’s personal phy- 
sician said he was fit to work. 
That should have been enough. 
The company had no right to 
hold up his re-employment for 
more than seven days. 





Can the employer require pro- 
duction employees to keep work 
records without paying them 
extra for this task? 


When a job is revised, the 
employer must negotiate new 
rates. 


Addition of record-keeping 
tasks amounts to job revi- 
sion. 





Nors. Since arbitrators do not follow precedent, these awards should not be taken 
as indicating how other arbitrators might rule in apparently similar cases. The full 


60 





Some arbitration decisions of broad management 


interest, digested from the American Arbitration 


Association's Summary of Labor Arbitration Awards 





The Company’s Defense 


The Arbitrator’s Decision 





There was no time to follow the usual proce- 
dures. That made it an emergency. The com- 
pany is willing to make it right by offering the 
senior employees the next overtime opportunity. 


_“The test of an emergency must be applied strict- 


ly. If parties are to be relieved of contractual 
obligations, the emergency must be in the na- 
ture of a real catastrophe, such as a fire or a 
flood.” Back pay was the only proper remedy 
for the grievants. As there was no provision in 
the contract for rotation of overtime, assignment 
to the next overtime opportunity would not real- 
ly “make them whole.” 





The grievant absented himself without permis- 
sion on two days. Consequently, he didn’t get 
paid for 125 full days and is not eligible for a 
paid vacation. 


“The requirement of ‘work’ does not specify that 
eight hours of work in every day must have been 
performed. The vacation clause does not concern 
itself at all with the quantum of work, so long 
as it was performed in a day that is creditable 
for vacation purpeses.” 





When he was laid off, he was told that there 
might be an early recall. He shouldn’t have made 
himself unavailable. 


An employee on layoff is not under obligation to 
remain at home. However, if his wife had noti- 
fied the company of the reason for his absence, 
he would not have been discharged. The grievant 
was reinstated, without back pay. 





The company is making a “good faith” effort 
to arrange shift hours for maximum efficiency. 


“Good faith” by itself is no defense. The con- 
tract “must be construed to mean that the com- 
pany may get a change in shift hours if a new 
situation arises.” 





The company doctor wasn’t certain the grievant 
was fit to work. A report of an orthopedic clinic 
was necessary. That justified the delay. 


The company has the right and duty to bar a 
man from work until doubts about his physical 
fitness have been resolved. The seven days start 
running with the expiration of a medical leave. 
The leave didn’t expire when the grievant of- 
fered to work but on the day he got clearance 
from the clinic. 





Simple entries of operation number, part num- 
ber, and number of pieces produced do not 
amount to job revision. 


Such entries “may properly be regarded as an 
insignificant variation from previous duties,” and 
therefore are not sufficient to invoke procedures 
for revised jobs. 





texts of any cases digested here may be obtained from the American Arbitration 
Association, 477 Madison Avenue, New York 22, New York. 
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Expressly designed io avoid some common errors 
in exempt salary administration, Burroughs’ new 
program should be of interest to other companies 
concerned about maintaining fair and consistent 
compensation practices. 


Fair Pay Fairly Arrived at: 
The Burroughs Exempt Program 


GORDON F. KNIGHT, J. M. BRIDGMAN, and E. R. WENDT 


Compensation Services 
Burroughs Corporation 
Detroit 


Ir wn probably be agreed that the 
goal of every compensation program 
is to attract, motivate, and retain qual- 
ified employees. To this end, most 
companies claim to pay competitive 
salaries and to grant merit increases 
on the basis of performance. Unfortu- 
nately, the truth of these claims 1s not 
always readily apparent to the people 
most directly concerned—the employ- 
ees themselves. 

Convincing the individual employee 
that he is actually being compensated 
on the principle of “fair pay fairly ar- 
rived at” is a difficult problem, partic- 
ularly among the exempt group. Time 
was when this group in most com- 
panies was largely composed of super- 
visors. Today, however, it is more 
usual to find engineers, scientists, and 
staff specialists in the majority. Be- 
cause of the demand for these people’s 


services, the stability of the exempt 
group cannot be counted upon to the 
same extent as formerly. They are 
careerists who can readily sell their 
talents to other companies and may 
change jobs several times during their 
work life. Securing their acceptance 
of the fact that they are being fairly 
compensated is highly important to 
the company whose technical person- 
nel play a major role in its long-range 
growth. 

At the Burroughs Corporation, we 
began about two years ago to tackle 
this problem of administration and 
communication. This meant develop- 
ing a salary-administration program 
that would not only insure competi- 
tive salaries and appropriate merit re- 
wards for members of our exempt 
group, but would also be accepted by 
the individual employee as a realistic 





Nors. Also active in the development of the Burroughs program were P. N. Kane, who was then 
Manager, Compensation Services, and L. K. Craton, who was then Administrator, Compensation 


Research. 
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approach to fair and consistent pay 
practices. This article will describe the 
program we evolved to accomplish 
these ends and the results it has 
achieved to date. 

Inasmuch as the program was de- 
veloped as a solution to specific prob- 
lems within the company, it may be 
advisable to indicate briefly just what 
our problems were. It will readily be 
noted, however, that the difficulties we 
were up against are by no means pecul- 
iar to the Burroughs Corporation. 

The company’s personnel policy is, 
and has always been, to treat exempt 
employees as members of management 
and to administer their salaries on an 
individual basis; accordingly, no gen- 
eral increases were granted to exempt 
employees, though general increases 
and corresponding salary-structure ad- 
justments were granted periodically 
to non-exempt personnel in response 
to local labor market conditions and 
changes in the cost of living. 

From time to time, adjustments 
were made in the-exempt salary struc- 
ture to reflect changes in our non- 
exempt structures and in national 
salary levels, but they were not so regu- 
lar as the adjustments to the non- 
exempt structures. Salary increases for 
exempt employees took the form of 
periodic individual “merit” increases. 
Because we had no formal means of 
providing increases to reflect rising 
salary levels as such, these merit in- 
creases were diluted with an uniden- 
tified portion that compensated for 
economic factors, rather than for im- 
proved performance. It was also com- 
pany practice to keep salary informa- 
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tion “close to the vest”—in many cases 
several levels above the first-line super- 
visor. 

Decentralized operations resulting 
from mergers and the establishment of 
new divisions produced marked dif- 
ferences in salary-administration prac- 
tices throughout the company. Even- 
tually, some control over exempt salary 
expense became imperative. We had 
endeavored to achieve this by limiting 
the amount and frequency of increases. 
But this practice, we found, merely 
led to the indiscriminate granting of 
merit increases. 

These conditions produced some 
dissatisfaction and unrest among our 
exempt employees. There was no feel- 
ing that our salary program was being 
administered on the principle of “fair 
pay fairly arrived at.” 


Objectives of the New Program 


To convince exempt employees of 
the “fairness” of their pay, it was de- 
cided that simple, direct, and under- 
standable changes were needed in our 
exempt salary program. The corner- 
stone ef the new program, it was 
agreed, would be the principle that 
exempt personnel are employees of the 
corporation as a whole and should be 
treated alike throughout all divisions, 
whereas the pay of non-exempt per- 
sonnel was to continue to be adminis- 
tered in the light of local considera- 
tions. 

Accordingly, the following objec- 
tives for the new program were estab- 
lished: 


» The company’s policy of treating ex- 
empt employees as members of manage- 
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ment and administering their salaries on 
an individual basis was to be continued. 
> Exempt salaries were to be individually 
adjusted to compensate for changes in the 
exempt salary ranges. 
® The competitiveness of the exempt 
salary structure was to be maintained by 
making adjustments on an annual, system- 
atic basis. 
® The true merit portion of an increase 
was to be separated from that portion 
granted to compensate for changes in the 
exempt salary ranges. 
® Individual line supervisors were. to be 
encouraged in improving their adminis- 
tration of exempt salaries and their regu- 
lar appraisal of employee performance. 
» Consistent salary practices were to be 
promoted through a meaningful reporting 
system. 
> Administration of exempt salaries was 
to be decentralized within a broad frame- 
work of controls providing the flexibility 
needed to handle unusual individual com- 
pensation problems rapidly at the local 
level. 

> Exempt employees were to be in- 

formed about the program through group 

discussions, a supervisor’s handbook, and 
other communications techniques. 

The program we developed to meet 
these objectives has several parts. To 
remain competitive, the exempt salary 
structure is examined annually. Salary- 
survey data are analyzed to determine 
the trend of national salary levels, 
along with Burroughs’ current posi- 
tion in relation to existing levels. The 
percentage adjustment required to 
maintain the desired relation between 
the exempt salary structure and fore- 
cast national salary levels is called the 
Burroughs Adjusting Factor. 

The corporate industrial relations 
staff proposes the Burroughs Adjust- 
ing Factor to top management. The 
formal presentation covers such items 
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as significant national economic indi- 
cators, national exempt salary trends, 
non-exempt general increases granted 
or anticipated within the corporation, 
and an estimate of the cost that the 
proposed factor would entail. This is 
done each September in order to per- 
mit the use of the factor as a forecast- 
ing tool in financial planning for the 
following year. 

The factor is applied to the exempt 
salary ranges the following January 
Ist, and all supervisors throughout the 
company are notified accordingly. 
Thus they become aware of the impact 
of national economic factors in consid- 
ering salary increases for individual 
exempt employees. 


Administration of Individual Salaries 


At the time of his annual salary re- 
view, each exempt employee receives a 
percentage increase equal to the Bur- 
roughs Adjusting Factor provided he 
has maintained previous levels of pro- 
ficiency. The employee receives either 
the entire amount of the Adjusting 
Factor or none at all. This increase is 
not an automatic right, but must be 
earned. (It is assumed that approxi- 
mately 90 to 95 per cent of our exempt 
employees should receive this increase 
in any one year.) 

Thus if, for example, the Adjusting 
Factor is 4 per cent, an exempt em- 
ployee who has maintained previous 
levels of proficiency will receive a 4 
per cent salary increase at the time of 
his annual salary review. Inasmuch 
as all salary ranges will be raised by 
this amount on January Ist, he will 
thus retain his former relative position 





in the range. Obviously, therefore, an 
employee who does not receive an Ad- 
justing Factor increase is, in effect, 
“reduced” in pay insofar as the posi- 
tion of his salary within the new salary 
range is concerned. If the Adjusting 
Factor increase has to be withheld for 
more than one year, this indicates, in 
most cases, the need for reclassifica- 
tion to a lower position or possibly 
more extreme measures, 

With the impact of national eco- 
nomic factors principally taken care 
of by the Burroughs Adjusting Fac- 
tor, merit increases can now receive 
separate consideration. Accordingly, 
the program provides for merit in- 
creases to be granted to those employ- 
ees whose performance has shown in- 
creased proficiency. Any such merit 
increase is, of course, an addition to 
the Adjusting Factor increase. 


Controls on the Program 


In our previous program, all exempt 
salary actions were subject to final ap- 
proval at the corporate staff level. 
When the new program was installed, 
authority for final approval on exempt 
salary actions up to $12,000 per year 
was granted to our local operating 
divisions. To insure uniformity, how- 
ever, this authority had to be dele- 
gated to the operating divisions within 
a broad framework of corporate staff 
guidance and over-all control of salary 
levels. 

We therefore developed a system 
whereby each operating division was 
allocated a fixed amount of money that 
limited the total monthly increase in 
its salary levels for the following year. 
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This sum is based on the amount of 
the division’s current exempt payroll 
and covers all salary increases that can 
be classified as merit and/or Adjusting 
Factor increases. It does not, however, 
include increases for promotions. 
This allocation is determined by ap- 
plying a factor to the division’s month- 
ly base exempt payroll as of January 
Ist. This factor is the sum of the Bur- 
roughs Adjusting Factor and a factor 
for merit increases based upon the re- 
lation between the average salary in 
the division and the weighted average 
of the mid-points of the salary range. 
This relation is called the compa-ratio. 
The significance of the compa-ratio 
and its relation to the merit-increase 
allocation require some explanation. 


It should be noted that the Bur- 


-roughs exempt salary structure is es- 


tablished so that the mid-point of each 
salary range approximates the “going 
market rate” for jobs at each evalua- 
tion level. Since, as has been explained, 
the compa-ratio is the ratio of the 
average salary in a division to the 
weighted average of the salary range 
mid-points, it follows that a compa- 
ratio of 100 indicates that people gen- 
erally are being paid at the mid-point 
or equivalent to the “going market 
rate” for their jobs. (It is acknowl- 
edged that certain salary inequities 
may be absorbed in this average, but 
for the purposes of determining an 
allocation for merit increases this is a 
valid measure.) 

A compa-ratio of 100 thus implies 
that salaries are competitive and rep- 
resents a desirable condition, which 
the corporation should strive to stabi- 
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Merit-increase Allocation Table 


DIVISION 
COMPA-RATIO 
Below 86.4 
86.5- 88.9 
89.0- 91.4 
91.5- 93.9 
94.0- 96.4 
96.5- 98.9 
99.0-101.4 
101.5-103.9 
104.0 and over 


PERCENTAGE ALLOCATION FOR 
MERIT INCREASES* 


5 
4.5 
4 
3.5 
3 
2.5 
2 
1.5 
1 


* Percentage of monthly exempt payroll at beginning of year 





lize. However, even in a “mature” 
organization, whose growth in num- 
bers is relatively constant, there are 
promotions, transfers, and retirements 
of higher-salaried employees, which 
tend to reduce the compa-ratio below 
100, We estimated that a merit-increase 
allocation of 2 per cent would stabilize 
an organization’s compa-ratio at 100. 

Obviously, then, divisions with 
compa-ratios above 100 should be allo- 
cated proportionately less for merit 
increases in order to reduce their aver- 
age salaries to more competitive levels. 
Correspondingly, any divisions with 
compa-ratios below 100 should be 
allocated more than 2 per cent in order 
to encourage the payment of more 
competitive salaries. These ideas are 
incorporated in the accompanying 
merit-increase allocation table. 

In order to adjust for changes in 
manpower, the allocation is recom- 
puted at mid-year. Any unexpended 
portion remaining at year end is can- 
celed. 

Certain unforeseen benefits have ac- 
crued from this procedure. When it 
was first installed, some exempt posi- 
tions had not been evaluated. Thus, 
there arose the question of how, in 


the absence of established mid-points, 
these particular positions should be 
handled in computing the allocation 
for merit increases. It was decided to 
consider all non-evaluated jobs as be- 
ing paid at mid-point (that is, at a 
compa-ratio of 100). This decision pro- 
vided considerable inducement to the 
operating divisions to complete the 
evaluation of these positions—a devel- 
opment that happily coincided with 
the interests of the corporate industrial 
relations staff. 

Recognizing that, in some circum- 
stances, the computed salary increase 
allocation might prove inadequate, we 
also made provision for the granting 
of special additional allocations where 
necessary. Any such supplements must 
be requested by the division’s general 
manager. The request must be sub- 
stantiated by such data as competitive 
pay practices, exempt turnover rates, 
and evidence of recruiting difficulties, 
as well as an explanation of how the 
additional allocation will be expended. 
After review by the corporate in- 
dustrial relations staff, the request, 
together with the appropriate recom- 
mendation, is forwarded to top man- 
agement for final action. 
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SIZE OF SALARY INCREASES (") 
EXHIBIT 1 


Distribution of Salary Increases in Typical Division 
Before and After the Program 





At the same time as the authority 
for final approval of exempt salary 
actions was delegated to the operating 
divisions, controls on the amount and 
frequency of salary increases were re- 
moved. The division general manager 
now has the authority to spend his 
allocation for salary increases selec- 
tively on the exempt personnel who 
most deserve consideration. He can 
disburse the money at any time inter- 
vals he chooses, within the framework 
of his total allocation. Further, he may 
delegate the responsibility for admin- 
istering exempt salaries to such levels 
as he feels most appropriate. 


In order to promote consistency 
across division lines in the adminis- 
tration of the program, we set up a 
simple reporting system. Each month, 
the corporate industrial relations staff 
prepares a single report. This report 
identifies all the operating divisions 
and is sent to each corporate vice 
president. It shows the percentage of 
the allocation expended by each divi- 
sion during the current month and 
year to date, the percentage of em- 
ployees receiving increases, the aver- 
age size of increases granted, the 
average frequency of increases, and 
the compa-ratio. The same report (but 
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with other divisions left unidentified) 
is sent to the general manager and in- 
dustrial relations manager of each divi- 
sion and shows, for each of the items 
mentioned above, the position of the 
division in relation to the corporate 
average and to all other divisions. It is 
expected that the distribution of this 
information to all interested execu- 
tives will speed up the rectification of 
clear disparities in salary practices 
throughout the company. 

Finally, inasmuch as the new pro- 
gram involved significant changes in 
our previous exempt salary-adminis- 
tration practices and procedures, it 
was necessary to indoctrinate division 
management in its workings. Accord- 
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ingly, training sessions were con- 
ducted for the management of each 
division. Booklets and _ interpretive 
bulletins clarifying the intent and the 
details of the program were also pre- 
pared for distribution to supervisors 
of exempt personnel. 


What the Program Has Achieved 


The program has been in effect 
since August 1, 1959. While a final ap- 
praisal of its effectiveness cannot yet 
be made, certain encouraging results 
have already been observed. 

Formerly, for example, because ex- 
empt salary administration was highly 
centralized, considerable time was re- 
quired to process salary recommen- 





AVERAGE INCREASE (%) 


10 











BEFORE 


AFTER 


EXHIBIT 2 
Size of Merit Increases in Two Groups of Divisions 
Before and After the Program 
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AVERAGE NUMBER OF MONTHS 
SINCE LAST INCREASE 


BEFORE 


HB Group A 











AFTER 


EXHIBIT 3 
Frequency of Merit Increases in Two Groups of Divisions 
Before and After the Program 





dations through the hierarchy of re- 
viewing authorities. In one division, 
nine signatures and 25 days for proc- 
essing were required. The decentrali- 
zation of authority for salary ad- 
ministration has reduced this to an 
average of three signatures and ten 
days for processing, with concurrent 
savings in the time taken up in man- 
agerial review. 

Formerly, also, as has already been 
mentioned, attempts to establish con- 
trols over salary increases resulted in 
a lack of selectivity in individual in- 
creases. The amount of increases 
tended to be clustered around an in- 


formal “norm” that local division 
management had come to feel was 
acceptable to higher reviewing author- 
ities. This clustering effect can be seen 
in Exhibit 1. As the chart shows, the 
new program has resulted in greater 
selectivity in salary increases—larger 
increases are now being granted to 
those outstanding employees who war- 
rant greater recognition for their 
efforts. 

It will also be recalled that dispar- 
ities in salary-administration practices 
among divisions previously caused us 
much concern. An examination of the 
conditions prevailing before and after 
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the installation of the program indi- 
cates that extreme variations in the 
amount and frequency of increases 
have been substantially reduced. This 
can be seen from Exhibits 2 and 3, 
where salary practices of two groups 
of divisions are compared, Group A 
is composed of divisions with a statis- 
tical history of being “conservative” 
about salary increases; Group B has a 
history of being “liberal” in such mat- 
ters. But, as the chart shows, the dif- 
ferences between the two groups have 
been markedly reduced since the pro- 
gram was installed. 

The program has also yielded cer- 
tain other benefits, though these can- 
not be demonstrated statistically. For 
example, there has been a marked im- 
provement in our first-line supervisors’ 
handling of problems of salary admin- 
istration. This in turn has led to better 
understanding and acceptance of the 
program by exempt employees indi- 
vidually. 

Though Burroughs’ exempt salary- 
administration program may have 


JANUARY-FEBRUARY, 1961 


parallels in other companies across the 
nation, its development was shaped by 
problems encountered in the Bur- 
roughs organization. In our opinion, 
the program represents a noteworthy 
alternative to two common methods 
of compensating exempt employees for 
rises in national salary levels, both of 
them unsatisfactory—the unselective 
general increase, which inevitably in- 
duces in the exempt employee a feel- 
ing that he is not being treated as an 
individual; and the modified “merit” 
increase, in which the effect of eco- 
nomic factors is lumped with the rec- 
ognition of individual performance, 
thus dangerously diluting the idea 
that merit is receiving its due reward. 
By granting increases specifically de- 
signed to compensate for changes in 
national salary levels as well as merit 
increases, the Burroughs program suc- 
ceeds, we believe, in treating exempt 
employees as individuals and as mem- 
bers of management—and our expeéri- 
ence with it to date indicates that our 


employees agree with us on that score. 


Early Retirement and Disability Retirement 


Out oF 300 collectively bargained pension plans analyzed by the Bureau of Labor 
Statistics, nearly nine-tenths contained early-retirement or disability provisions per- 
mitting workers to retire before the normal age with immediate pension benefits. The 
plans included in the study covered about 4.7 million workers—about half the esti- 
mated coverage of such plans. 

Roughly two-thirds of the 268 plans allowing such benefits contained both early- 
retirement and disability provisions, and the remaining plans were about equally 
divided between the two. Both kinds of benefit were more prevalent among single- 
employer plans than among multi-employer plans. Comparing the results with those 
of a comparable 1952 study, the Bureau found that early-retirement provisions had 
become more common, while the frequency of disability-retirement provisions had 
remained about the same. 





Research 
Management: 
Some Clues for Selection 


Which managerial jobs should be filled by technical men 
—and how can these manager-professionals be identified? 


MILTON M. MANDELL 


United States Civil Service Commission 
Washington, D. C. 


W uns susivess is becoming in- 
creasingly aware of its need for manag- 
ers with the broadest possible back- 
ground and outlook, and many com- 
panies are discovering anew the merits 
of the generalist over the specialist, 
others are beating the bushes for man- 
agers with scientific, technical, or oth- 
er professional. qualifications. The 
growing dependence on science and 
research has presented industry with 
a new and serious problem—the man- 
agement of teams of professional 
workers. Companies nowadays need 
men who can both grasp the widest 
implications of their increasingly com- 
plex research operations, and deal 
competently with the operations them- 
selves. 


Back in the old days when the R & D 
department, for instance, was fairly 
small and was considered merely an 
adjunct to the company’s major opera- 
tions, its top spot could be competently 
filled by a good researcher with some 
minimal managerial skills. Sometimes 
the department would report directly 
to a high-level manager with many 
other responsibilities. Since it didn’t 
make any elaborate demands on the 
company, he didn’t have to have any 
detailed knowledge of what it was do- 
ing in order to understand its needs 
and translate them to top manage- 
ment. 

But R & D is now a large and com- 
plex unit requiring several levels of 
supervision, demanding large appro- 
priations, and having a major effect 
on operating and staff departments 
throughout the company. Today the 
department needs to be managed by 
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people who are thoroughly grounded 
in its technical work and, at the same 
time, have all the administrative and 
managerial skills required for the lead- 
ership of the other departments. The 
company is thus confronted by two 
questions: which of the managerial 
jobs are to be occupied by professional 
managers and which by manager-pro- 
fessionals? and how can the potential 
managers within the department's 
ranks be identified and moved up the 
line? 

Unfortunately, there are as yet no 
definitive answers to either question. 
Because the questions are pressing, 
‘ however, some sort of orderly, if un- 
validated, principles must be followed. 
Here, then, are a few criteria for de- 
termining which managerial positions 
require a professional background 
and for choosing the professional em- 


Does the Job Require? 

Starting with the extremes, we can 
hypothesize that the immediate super- 
visor of a professional unit should al- 
ways himself be a professional while 
the head of a unit with several func- 
tions need not. If a scientist or other 
professional is selected for the latter 
job, it should be because he has other, 
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these extremes lies an infinite number 
of possible managerial openings for 
which the general principle seems to 
be that an employee’s professional 
background can take him as high in 
the hierarchy as there are jobs in which 
his profession constitutes the major 
function under his supervision—at the 
point where other functions become of 
equal importance, then other qualifica- 
tions should take precedence over the 
professional. 

Besides referring to this general 
principle, however, the company must 
always examine its organizational 
structure, for the decision on whether 
or not to fill a managerial job with a 
professional must often be based not 
on the managerial qualifications of the 
men available but on the place their 
professional function occupies within 
the company. The function may sim- 
ply rank too low to warrant the selec- 
tion of a professional as manager. If it 
cannot be placed higher, and if the top 
executive team does not include any- 
one with a professional background, 
then the company would do well to 
establish a position of “assistant to” a 
top executive so that the voice of the 
profession can be heard directly at the 
top. 

The need here is as much psycholog- 
ical as logical. Professionals probably 
feel most comfortable in an organiza- 
tion where they think their problems 
are understood in the executive suite. 
On the other hand, they can be vicious 
in attacking men with backgrounds 
similar to their own who, they feel, 
subordinate professional objectives to 
administrative considerations. Some- 
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times, too, they resent those who are 
receiving higher salaries than they but 
are doing work that they consider less 
important than their own. Further- 
more, because the aspiration for man- 
agerial work on the part of some pro- 
fessionals is the result of their lack of 
skill in their own fields, moving them 
into higher-level jobs is not likely to 
increase their former colleagues’ re- 
spect for management. Finally, a man 
who has not practiced his profession 
for years because he has become a 
manager may not have the proper hu- 
mility when presented with a techni- 
cal problem by an outstanding subor- 
dinate currently in the field. 

Just as assigning a professional to a 
managerial position can prove either 
gratifying or frustrating to his subor- 
dinates, so professionals as a group 
have both assets and disabilities for the 
work of managing. They usually have 
the necessary intelligence and analyti- 
cal ability, they recognize the impor- 
tance of getting all the facts before 
making a decision, they tend to be ob- 
jective, and they are work-centered. 
But they often dislike the kind of de- 
tail associated with administrative 
work, they shy away from the human 
factor, and they may be indecisive be- 
cause they feel uncomfortable about 
making a decision when adequate data 
are not available. Fortunately, every 
profession consists of so many heter- 
ogeneous groups, differing widely in 
their interests and personal characteris- 
tics, that we can probably find in it 
enough people to fill our managerial 
needs. But we should try to reach 
these people within three or four years 


after they start their careers and not 
wait until they become fixed in the 
methods of operation and attitudes of 
professionals and can assume the meth- 
ods and attitudes of managers only 
with considerable difficulty. 


Making the Transition 


The change from professional to 
manager should be gradual. While still 
functioning primarily as profession- 
als, those who seem to have manage- 
rial potential can be given committee 
assignments and specific administrative 
duties as tests of their interest and ap- 
titude; then, increasingly important 
supervisory responsibilities can pro- 
vide the necessary further testing. The 
biggest strain comes when, for the first 
time, the professional is removed from 
close contact with the technical work, 
and knows that he is now an adminis- 
trator. For many men, this seems a 
point of no return and presents a great 
emotional shock. But it sometimes 
happens that a professional employee 
insists that he is not interested in man- 
agerial work without really meaning 
it. Such a statement should not be tak- 
en at face value, for it may be merely 
the product of a code that requires him 
to identify with the profession and of 
his feeling that interest in administra- 
tive work is as reprehensible to his 
peers as gambling is to a bank official. 

How, then, can we identify the 
potential manager in a company’s pro- 
fessional workforce? No _ validated 
measures of managerial aptitude in 
professionals are now available, but the 
following questions may provide use- 
ful clues. A candidate for advancement 
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should be able to score Yes on these: 


> Is he effective in working with lay- 
men? 

> Is he willing and skillful in explain- 
ing his own work to them? 

® Does he respond well to constructive 
criticism? 

® Does he have high verbal ability? 

® Does he have broad interests? Is he 
interested in fields of knowledge other 
than his own? 

® Does he have a broad educational back- 
ground? 

> Is he good at “sizing up” people? 

» Is he more gregarious than people in 
his profession usually are? 

® Does he observe such amenities as ex- 
changing pleasantries with a secretary, 
thanking staff people for their help, and 
caring for his clothing and appearance? 
> Is he effective in making requests for 
staff, spacc, and equipment? 

® Does he respect the ideas of people in 
his own profession? 

® Does he have any respect for adminis- 
trative considerations, such as the objec- 
tives of those who use his results? 

® Does he pay attention to deadlines? 
> Has he used effectively the skills of 
subprofessional and blue-collar employees 
who work with him? 

> Has he been an officer or committee 
member in any type of organization? 

® Has he been effective as a member of 
a research or professional group? 

> Do his colleagues respect him as a 
person? 

> In dealing with problems, is he will- 
ing to forgo the depth of analysis that he 
is accustomed to as a professional? 

> Is he willing to settle for imperfect 
solutions when necessary? 


And here are some questions to which 
the answer should obviously be No: 


> Is he overly sensitive in his relations 
with people? 

® Does he get unduly upset when there 
are delays or changes in work plans? 
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> Is he impatient about having his work 
reviewed by people in other fields or co- 
ordinated with their work? 

® Is he interested in managerial work 
only because it will allow him to do what 
he wants in his profession? 


It should be pointed out that many 
professional employees who have man- 
agerial aptitudes fail to display them 
fully because their interest has not been 
aroused or because they feel uncom- 
fortable about taking over a role for 
which they have not been trained. The 
exetutive responsible for evaluating 
professionals in this regard also must 
not be fooled into believing that be- 
cause their personalities are different 
from his own they will not be effective 
managers, and he must be sensitive to 
the signs of managerial ability that 
they display in their own working 
contexts. A professional man’s success 
in, for example, “selling” his specialty 
to management and getting large ap- 
propriations for his work can be taken 
as a good sign of managerial ability. 
His methods may be very much un- 
like those traditionally used in man- 
agement, but they may prove equally 
effective. 

In all its approaches to the problem 
of making professional men into man- 
agers—recruiting, selecting, training, 
and promoting—the company must 
recognize the professional’s tendency 
to think himself different from those 
who normally make up the manage- 
rial force and the differences that ac- 
tually do exist. This same recognition 
will have to be embodied in the princi- 
ples that eventually emerge from re- 
search on this question. 





Correspondence 





Development: From Within or 
From Without? 


To the Editors: 

In his article, “Individual Growth: 
The Basic Principles” (PrERsonnet, 
September-October, 1960), Mr. Moor- 
head Wright sets forth a number of hy- 
potheses based on research at General 
Electric. No one can dispute the truth 
of these statements, But we can won- 
der about some of Mr. Wright's conclu- 
sions about means and methods of de- 
velopment. The following re-examina- 
tion of three of these principles is in- 
tended not as idle speculation but as a 
practical look at how they relate to the 
training and development processes 
now in common use. 

The three principles are: (1) Devel- 
opment is an individual matter; (2) All 
development is self-development; and 
(3) The responsibility for development 
belongs to the line manager. Though 
the second and third principles to some 
extent conflict with each other, both are 
obviously true. But in amplifying 
them Mr. Wright appears to imply a 
serious objection to company and out- 
side courses and such training methods 
as job rotation, on the grounds that 
they tend to spoon-feed knowledge and 
skills to the managerial or technical 
employees and thus constitute “devel- 
opment from without.” 

This point of view, if properly repre- 
sented here, should be challenged on 
two counts: First, that “development 
from within” is needlessly constricting, 


and second, that outside training is not 
necessarily a succession of ineffectual 
fads. The individual should certainly 
have primary responsibility for his own 
development. But his lack of experience 
and knowledge often prevent him from 
adequately defining his own needs. 

We should also be chary of giving re- 
sponsibility for development to line man- 
agers, lest the subordinates not rise 
above the abilities of their superiors. 
Such “inbreeding” tends to weaken man- 
agement up and down the line. 

Managerial progress is too pressing a 
need today to wait for the normal change 
reaction to take place within the line or 
allow it to be blocked by mediocre incum- 
bents at various levels. Nor can we expect 
great numbers of people to perceive the 
value of new developments in manage- 
ment on their own or to have the devel- 
opments disseminated by chance through- 
out the hierarchy. 

Courses and programs conceived by 
staff or outside groups, regardless of 
their contents and methods, have been 
under attack since the International Har- 
vester Supervisory Evaluation and even 
before. The attacks are, of course, justi- 
fied in cases where the individual’s needs 
have little or no relation to the activity 
at hand. Most often, however, the main 
fault seems to lie not in the program as 
such but in management, which has not 
had the courage to define to the trainee 
the relation of need to course content. 
Somehow, it seems easier to tell a man 
that he lacks a technical or manipulative 
skill than to indicate a weakness in some 
phase of supervision or administration. 

This brings us to an interesting point 
of contrast between supervisory and non- 
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supervisory types of training. We seldom 
deny the value of cours ~s designed, say, 
to improve the quality of welding or 
to teach technicians the latest methods 
of maintaining modern electronic instru- 
ments. Why? Because the objectives of 
the training are implicitly understood 
by both the trainee and his supervisor. 
Clear objectives, in terms of results and of 
job standards, make this training a rel- 
atively easy task, which can be directed 
effectively by any number of trainers. 

In management, on the other hand, 
expressed needs seem to be synonymous 
with weakness. Engineers, technicians, 
and stenographers need training, but any- 
one should be able to administer work 
and handle people. If not, something is 
certainly wrong with him. So people are 
sent to management programs with no 
admonition other than, “This will do you 
some good.” Managers are reluctant to 
pinpoint needs, either general or specific. 
Thus it is no wonder that, as Mr. Wright 
states, each course is abandoned in turn 
as its hoped-for results inexplicably fail 
to materialize. 

But is this because the course has been 
imposed on the individuals from without 
or because the manager has failed to 
clarify the need and relate the course con- 
tent to the job? There should be no prej- 
udice against administrative training. 
Neither the supervisor nor his subordi- 
nate should feel there is anything basical- 
ly wrong with the man who is not a born 
manager. 

In some cases, the lack of precondi- 
tioning may be due to managers’ inabil- 


THE GREAT LEADER creates as well as directs 
- —Mary Parker Follett, Freedom and Co-ordination. 


create control. . 
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ity to analyze either the needs of their 
subordinates or the elements of the train- 
ing programs. True, these components 
are numerous and elusive, but this is no 
reason for ignoring the subject or being 
obtuse about it. Greater clarity and un- 
derstanding are required here than in 
any other type of development problem. 

In summary, while we must acknowl- 
edge that the individual is basically re- 
sponsible for his own development and 
that the bulk of employee training takes 
place on the job, we should not discount 
the effectiveness of the other forms of de- 
velopment available to industry. Success 
in programed training of any type de- 
pends upon the individual’s accepting it 
as meeting his need for growth. The 
failures of the past have been caused not 
so frequently by inadequacies in the train- 
ing program or a lack of self-motivation 
on the part of the trainees, but by the 
failure of management to clarify the 
needs and reasons for training. 

The rapid advancement of manage- 
ment will foster an ever greater need 
for outside training programs. Both su- 
pervisors and subordinates must be pre- 
pared to accept this training if we are 
to achieve any substantial progress in 
management development. It is not 
enough to turn out duplicates of our 
present managers; new managerial skills 
must constantly be fed into the manage- 
ment structure at all levels. 

Rocer Prerscu 

Training Advisor 
Standard-Vacuum Oil Company 
White Plains, New York 


. The essence of leadership is to 
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Tue more successful suggestion programs 
around seem to have at least one major 
characteristic in common: they are the 
beneficiaries of a continuous promotion- 
al effort on the part of their sponsors, 
who push them in any number of ways, 
talk about them endlessly, and, as a re- 
sult, keep employees excited about them. 
These companies, moreover, are forever 
mindful of the reasons why suggestion 
plans fail, and they don’t permit any un- 
favorable situations in their plants. 
What are the more common causes of 
suggestion-system demise? The gravest 
ailment, most companies will probably 
concede, is managerial inertia. This is a 
disease that sets in quickly, for the execu- 
tives’ initial excitement over the idea of 
a suggestion system generally subsides 
soon after the system has been installed. 
For some reason, managements embark- 
ing upon new programs are sometimes 
disposed to regard them as panaceas that 
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will immediately increase productivity, 
cut production costs, and improve prod- 
uct quality, employee morale, and cus- 
tomer relations. When all this doesn’t 
happen overnight—and it never does— 
management becomes discouraged, and 
the grapevine soon transmits its loss of 
enthusiasm all the way down the line. 

Some suggestion plans fail because of 
mishandling by the departmental man- 
agers charged with screening and judg- 
ing the suggestions. If an employee has 
to wait six months for a decision on his 
suggestion, he will naturally lose his 
ebullience, then his hope, and finally his 
interest. Again, an employee may sus- 
pect his supervisor of stealing his idea. 
He may be dissatisfied with his letter of 
rejection, or he may feel that there was 
some personal reason for the refusal of 
his idea. And if the idea has been ac- 
cepted, he may think the award too 
small. 

Employee suggesters need both a prod 
and a nod regularly. The prod can be 
successfully administered through a num- 
ber of communications devices. One 
meat-packing company used to distribute 
to its employees pocket-size plastic cal- 
endars bearing the message “Your sug- 
gestion committee hopes that these cal- 
endars will remind you to turn your ideas 
into cash.” This year, the calendar has 
been printed on a cover of the employee 
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magazine along with a note inviting the 
employee to remove it and insert it in 
his wallet. In many companies, sugges- 
tion reminders are printed on the match- 
books distributed by cigarette vending 
machines. 

Many companies issue booklets ex- 
plaining in detail how to submit a sug- 
gestion; what kind of suggestion the 
company is chiefly interested in; how, 
and by whom, suggestions are judged; 
and how the awards are determined. 
With these booklets, employees have the 
complete suggestion “story” available for 
quick reference. 

Another device widely used for prod- 
ding employees to submit suggestions is, 
of course, the suggestion contest, which 
normally runs for 10 to 12 weeks.’ One 
heavy-equipment manufacturer with a 
serious quality problem ran a “quality 
improvement suggestion contest,” a nine- 
week program tied to the regular sug- 
gestion system. In addition to the usual 
suggestion awards, prizes were given 
weekly for the best suggestions for ways 
of improving product quality, The con- 
test was “pushed” on the bulletin boards, 
which announced the winners each weck, 
in decals placed throughout the plant 
and offices, in the company publication, 
and by word of mouth. A letter from the 
president mailed to the employees’ homes 
announced the contest, and another one 
later thanked the participants. The re- 
sult: nearly 800 suggestions. 

For giving the uod of thanks to sug- 
gesters, many companies use their em- 
ployee publications. Some not only print 


*The Short-Haul Suggestion Plan, “Communi- 
cations re PERSONNEL, September-October, 
1959, p. 78. 





JANUARY-FEBRUARY, 1961 


pictures of the winners but also describe 
their suggestions in order to show other 
employees the pattern of accepted ideas. 

Several companies present the awards 
at special dinners, to which the wives (or 
husbands) of the winners are invited. 
Others give them at monthly dinners for 
winners and company officials. A manu- 
facturer of camera equipment has for 
many years used suggestion pins as a 
stimulant for new ideas. Anyone who 
wins three or more awards receives a 
gold pin from one of the vice presidents, 
and a winner whose suggestion will bring 
a saving of $1,000 or more is presented 
with a diamond pin by the company 
president. Through the use of these pins, 
as well as of suggestion booklets, regular 
features in the employee publication, and 
bulletin-board promotion, this company 
has maintained a steady flow of incoming 
suggestions over the years. 

One point sometimes curiously over- 
looked by managements weary of the de- 
tails of continuous suggestion-system pro- 
motion is that a good suggestion plan 
pays off in dollars and cents. One com- 
pany of only moderate size introduced a 
suggestion system that, at the end of its 
first year, showed a return of more than 
$50,000 over and above expenses—-and 
this total did not include recurring sav- 
ings. 

In fact, because of these recurring sav- 
ings, it is still difficult to compute the 
actual benefits of any suggestion plan, 
though annual reports on the number of 
suggestions received, the number of win- 
ners, and the like are now fairly common. 
It is a well-established fact, however, that 
in companies of all sizes suggestion plans 
—properly promoted—not only pay their 





own way but actually make money for 
their sponsors. 

But don’t forget to underscore that 
properly promoted. 


Planning the Annual 

Meeting for Employees 

Tuts is the time of year when manage- 
ment reports the facts and figures of the 
past fiscal year to stockholders and—in 
many companies—to employees as well. 
In recent years, oral reporting has gained 
considerable acceptance among these 
companies as a useful supplement to the 
written report. 

It is admittedly difficult, in companies 
of any size, to bring together all the em- 
ployees, for problems of space and time 
inevitably arise. Still, most of the com- 
panies that have used the face-to-face 
technique in reporting to employees feel 
that this is employee communication in 
its most effective form. 

There have been no formal surveys to 
determine the best method of group re- 
porting, but alumni of the school of ex- 
perience seem to agree on several points. 
For one, though the task of presenting 
the report used to fall solely to the chief 
executive, and in many companies still 
does, it is recognized that this practice 
imposes too heavy a burden on one man 
—particularly if the program must be 
repeated several times—and deprives the 
employees of face-to-face contact with 
other company officers. 

To overcome these two drawbacks, 
many managements have turned to the 
panel technique: each company officer 
makes a four- or five-minute presentation 
covering highlights in his own area (sales, 


manufacturing, or what-have-you), and 
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all the panelists are later available for 
questioning on their own departmental 
activities. 

Most companies invite employees to 
submit their questions in writing before 
the meeting—by dropping them into the 
suggestion box, passing them to super- 
visors, or turning them in at the per- 
sonnel office. Having the questions writ- 
ten out enables the company to eliminate 
duplication. Moreover, the questions 
themselves usually reflect what is upper- 
most on the employees’ minds. 

Once these questions have been an- 
swered by the panel, the audience is in- 
vited to submit questions from the floor. 
Each panelist thus has more than one op- 
portunity to get across the pertinent facts 
and figures. Here are some suggestions 
from experienced panelists: 

1. Use visual aids. But don’t have your 
presentation so top-heavy with charts and 
graphs that employees spend all their 
time looking instead of listening. 

2. Go slowly. Remember, your audi- 
ence is probably not too familiar with 
your material. 

3. Be sure to summarize periodically. 
Don’t hesitate to review your points for 
the sake of emphasis. 

The key man in these meetings is, of 
course, the chairman (or master-of-cer- 
emonies or moderator), who is usually 
the chairman of the board or the presi- 
dent. Needless to say, quite a bit in the 
way of good industrial relations rides on 
his performance. For making it as effec- 
tive as possible, the professionals offer the 
following pointers: (1) hold a rehearsal 
or two and tape-record one rehearsal— 
the playback will point up any weak 
spots; (2) make sure the oral report is 
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supplemented by a printed report sum- 
marizing what the employees have heard, 
which they may take along and later 
study; and (3) see to it that any ques- 
tions that cannot be answered at the 
meeting because of lack of time are later 
taken care of—preferably through the 
supervisors. 


Miscellaneous Milestones in 
Employee Communications 
Amonc the current communications prac- 
tices of management are the following, 
which might serve as tips for the execu- 
tive hoping to strengthen his own man- 
agement-employee ties: 

In 1960, Company A tried out the idea 
of having the president occasionally drop 
in unannounced on the regular supervi- 
sors’ meetings, take a seat in the back 
row, and listen. He explained to the men 
at an early stage that he was there only 
to learn and asked them to ignore his 
presence. They completely forgot about 
him, he reports, and he learned a lot. 
The visits will continue in 1961. 

In order to come to grips with em- 
ployee problems that might normally 
escape attention, supervisors in Company 
B are devoting one meeting a month to 
a discussion of “What’s on the employee’s 
mind?” They are asked to make notes 
of knottier questions during the month 
and then bring them to the meetings. 
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Latest report is that the procedure is un- 
covering trouble spots that need early 
attention. Supervisors like the planned 
aspect of the discussion, say that they 
come away from these meetings with a 
sense of accomplishment. 

Company C will continue its “Com- 
munications Committee” in 1961. This is 
an advisory group of six to eight em- 
ployees that meets twice a month with 
management officials to hear, and com- 
ment on, company plans, policies, and 
outlook. Among the problems uncovered 
by the committee last year were faults in 
the grievance procedure and in the dis- 
charge appeal procedure, both of which 
have since been altered. 

Communication by car sticker appears 
to: be growing more popular. Last year, 
several plants provided their employees 
with car-bumper stickers bearing the 
company or product name. For several 
manufacturers of consumer items, the 
stickers proved to have a special, unantici- 
pated advertising value when, during the 
annual vacation shutdown, employees 
drove their cars into distant parts of the 
country. One company, attempting to 
simplify the time-consuming mechanics 
of distributing the stickers, simply mailed 
them out as inserts in the employee maga- 
zine—and noted with pleasure thai they 
blossomed out all over the parking lots 
the next day. 
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INDUSTRIALISM AND INDUsTRIAL Man: The 
Problems of Labor and Management 
in Economic Growth. By Clark Kerr, 
John T. Dunlop, Frederick Harbison, 
and Charles A. Myers. Harvard Uni- 
versity Press, Cambridge, Mass., 1960. 
331 pages. $6.00. 


Reviewed by Milton Derber* 


Tuts Book is the capstone of the most 
elaborate and far-reaching research proj- 
ect yet attempted in the industrial rela- 
tions field. Since its inception in 1954, a 
dozen volumes and over a score of arti- 
cles have come from the pens of the four 
project leaders and their numerous col- 
leagues in the United States and abroad; 
at least 14 additional volumes are prom- 
ised. The present work is an effort to 
distill the fruits of the project to date 
and to present a theoretical framework 
for further research, speculation and poli- 
cy-making. 

The book’s central purpose is impressive 
and vital—to examine the industrializa- 
tion process through which virtually the 
entire world is rapidly moving in order 
to understand its inherent logic, the 
strategies of the men who are guiding the 
process at this stage in history, and the 
crucial cultural and environmental con- 
* Institute of Labor and Industrial Relations, 
University of Illinois. 


ditions that characterize particular so- 
cieties. The authors take the view that 
the traditional theories of such seminal 
thinkers as Marx, the Webbs, Commons, 
Perlman, and Mayo were either erroneous 
or are no longer adequate because they 
asked and answered questions that have 
become obsolete. Contemporary studies 
of the American scene and even compara- 
tive analyses involving other western 
countries are also inadequate for the same 
reasons. What is now needed, they feel, 
is a new set of questions and a new set 
of concepts applied to the world com- 
munity. 

The theory of industrialism and indus- 
trial man which they have formulated is 
not only global in scope but extended in 
time, delving back to the origins of in- 
dustrial civilization and projecting far 
into the future when industrialism will 
be universal. Divided into three main 
parts, the theory first sets forth the uni- 
versal traits of a fully industrialized sys- 
tem—the characteristics that will be 
found in every land where industrializa- 


81 








82 PERSONNEL 


tion has taken firm root. The second part 
of the theory develops the idea that in- 
dustrialism sets only the general direc- 
tion of the historical march, that the spe- 
cific route or the pace to be followed is 
determined in considerable measure by 
the ruling class or, as the authors prefer 
to call them, the industrializing elite and 
their strategies. The authors distinguish 
five main types of elite which, though not 
found exactly in any one land, may be 
closely approximated in reality. These 
are the dynastic elite (of which Japan is 
a prime example), the middle class (ex- 
emplified by the United States and Bri- 
tain), the revolutionary intellectuals (as 
in the Communist countries), the colonial 
administrators (a transitory type mod- 
elled on the home country), and the na- 
tionalist leaders (found in a variety of 
forms from Egypt to India). Each of 
these elites has a more or less distinctive 
strategy by which it seeks to order its 
society in “a consistent and compatible 
fashion.” 

The third main element of the theory 
recognizes that the decisions which the 
various elites make are shaped partly by 
their particular strategies and values and 
partly by the culture, the economic en- 
vironment, and the stage of history in 
which they happen to operate. Within 
the elites, the theory goes on, the decisive 
role in industrialization is played by the 
managers. In Marxian terminology, it is 
they, not the proletariat, who are the 
“vanguard” of the future. 

Since the initiative for the technologi- 
cal revolution and its consequences for 
the workforce are concentrated largely in 
the hands of managers, the second half 
of the book is concerned with the de- 
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velopment of managerial resources, the 
way in which managers recruit, build, 
maintain, and direct the industrial labor 
force, the impact of industrialization on 
the workforce and their varying re- 
sponses to it, and the web of rules which 
the rule makers (managers, workers, and 
the state) develop to govern the work 
community. 

The most significant conclusion of this 
section is that, contrary to their original 
expectation, the authors found worker 
protest to be far less important than was 
generally believed. Protest, they con- 
clude, reaches a peak relatively early in 
the industrialization process, and its effect 
on the performance of the elites and the 
structuring of the labor force is gradual 
rather than catastrophic. Protest gets or- 
ganized, channeled, controlled. Accept- 
ance of industrialization by workers is 
the decisive tendency. The end result is 
the creation in each society of an indus- 
trial relations system with its elaborate 
web of rules. 

The final chapter of the book looks to 
the long-term future. Where is indus- 
trialization taking us? The authors see 
elements of both uniformity and diversity. 
They see society moving toward the mid- 
dle-class system, though that system it- 
self is changing in the direction of larger- 
scale enterprise, a greater role for the 
state, loss of influence by the market, and 
a widening of the middle-class elite. They 
expect the colonial elite to disappear, the 
dynastic and nationalist elites to develop 
modified versions of the middle-class, and 
the revolutionary intellectual type to 
moderate its drive for change. The age 
of ideology will fade and be replaced by 
an age of conservative realism. Cultures 





and technologies will become more uni- 
form, education will become universal, 
the state will be an important instrument 
in every society, professional manage- 
ment and the web of rules will appear 
everywhere. 

On the other hand, the authors foresee 
the dominance of the state being subject 
to checks and balances from large-scale 
enterprise and from occupational and 
professional associations. Class warfare 
will be replaced by “the bureaucratic 
contest of interest group against interest 
group.” The enterprise managers will be 
the more progressive elements in the so- 
ciety. This “pluralistic industrialism,” as 
they have called it, will always remain 
dynamic because the forces making for 
uniformity and the forces making for 
diversity will be in continual contest. 

The preceding summary, lengthy as 
it is, obviously cannot do justice to a 
theoretical framework developed in 300 
pages and based on a huge reservoir of 
supporting data. But it should indicate 
that this is a bold and imaginative body 
of thought which merits the serious at- 
tention of all who are concerned with the 
nature of the industrial world and the 
dynamic forces that are transforming ci- 
vilization. As a provisional statement, 
subject to revision and elaboration, it 
constitutes a significant contribution to 
the questions the authors have raised. 
Their analyses of the logic of industrial- 
ism, of the nature of management, of the 
industrial relations system, and of the 
web of rules are extremely stimulating, 
even though they are often hedged in by 
qualifications and sometimes yield ques- 
tionable generalizations. Such a theory 
merits a thoroughgoing critique. The re- 
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mainder of this review will attempt, 
therefore, to indicate briefly some of the 
possible limitations and defects of the 
theory as seen by this reviewer. 

1. The special effort made by the au- 
thors to contrast their views with the 
Marxian theory of economic and social 
development, while producing some 
valid results, has some unfortunate con- 
sequences. For one thing, as they recog- 
nize, the Marxian framework is much 
broader than industrial relations (in fact, 
Marx paid relatively little attention to 
industrial relations as such) and takes 
into account many political and social 
variables, such as the world power strug- 
gle, which the Kerr group passes over 
lightly. Another regrettable consequence 
is that. in trying to suggest, mostly in- 
verse, parallelisms to Marx, they have be- 
come entrapped to some extent by the 
Marxian framework. 

For example, they accept the Marxian 
idea that the mode of production and the 
way it is controlled and directed are the 
predominant elements in history. Being 
good academicians, they qualify this in 
many ways—as indeed Marx himself did 
to a degree. But the main imprint re- 
mains. In general, they see industrializa- 
tion dominating ideas rather than the 
reverse. Thus they visualize science as 
contributing significantly to industrialism 


_through technology but fail to note what 


is, to this reviewer, the more profound 
impact of science on the philosophy, re- 
ligion, and world-outlook of people and 
its implications for the course of world 
civilization. 

2. Their emphasis on the “ethic of 
hard work and a rapid work pace” as a 
universal characteristic of industrialism, 
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correct though it may be in the case of in- 
dustrially underdeveloped nations strugg- 
ling to achieve their goals, completely 
ignores the changing attitudes toward 
work and leisure in the more advanced 
industrial societies. The Protestant ethic 
is surely far less characteristic of U. S. 
industrial culture today than it was 75 
or 100 years ago. And in a volume so 
strongly concerned with technology, it 
seems strange that practically no refer- 
ence is made to automation and other 
technical developments that are trans- 
forming the nature of work. 

3. Though the authors are broad- 
gauged, keen observers of society and take 
many non-economic factors into account, 
they pay only limited attention to political 
and other processes. Thus, though they 
emphasize that rule-making in an indus- 
trialized society involves a sharing of 
function and responsibility by the man- 
agers, the workers, and the state, they 
offer no clue as to the relative power of 
these groups in different societies nor to 
the process by which the decisions are 
made. Similarly the psychology of work, 
the principles of social organization, and 
the goals of various interest groups are 
treated very lightly. 

4. The crucial concept in their theory 
—that of the industrializing elite or rul- 
ing class (which is equivalent to the 
Marxist class concept)—is full of ambi- 
guity. The authors themselves recognize 
the mixed character of their last two 
types—the colonial administrators and 
the nationalist leaders—but seem to be 
under the impression that their most im- 
portant type, the middle-class elite, is a 
relatively homogeneous group with a 
more or less conscious and uniform stra- 


JANUARY-FEBRUARY, 1961 


tegy of industrialization. That such a 
homogeneity of organization, purpose, 
and method exists in most non-authori- 
tarian societies does not square with his- 
torical experience, in this reviewer's 
judgment. In Western societies, at all 
counts, one is impressed by the hetero- 
geneity of group interests and the role of 
the unconscious and the irrational. 

5. Though the authors identify enter- 
prise managers (the organization builders 
and top executives) as the dynamic force 
in the industrialization process—a con- 
cept that is, of course, akin to earlier ideas 
by Mayo, Schumpeter, and Burnham— 
they also stress that the professional man- 
agement class has neither the capacity nor 
the will to become the dominant ruling 
elite; it serves rather than dominates the 
society of which it is part. To some ex- 
tent this is a contradiction. If manage- 
ment is not to be the ruling class, then its 
actions must depend on the approval and 
decisions of others and it is not the all- 
important “vanguard.” In fact, one might 
argue that scientists and engineers are 
at least as important as managers since 
their work is crucial to technological ad- 
vance. Even more realistically, it could 
be said that it is the political leaders who 
are the dynamic force in industrialization, 
since it is they who, in-most countries 
today, make the critical decisions shaping 
the rate and character of national growth. 

6. The concluding chapter on the fully 
industrialized society is a highly specula- 
ti=> venture and does not accomplish 
much beside giving the authors the op- 
portunity to reject both the totalitarian 
model and the Marxian idea of the ulti- 
mate withering away of the state. But 
what they portray is essentialty the Amer- 





ican society of today, on. a world scale, 
with certain current tendencies blown 
large. There is no vision of any new so- 
cial, economic, political, or technological 
forms. 

7. Though the authors hope that their 
conceptual framework will assist in the 
understanding of labor-management-state 
relations within countries and among 
countries, it does not seem to be of much 
help in explaining the pattern of these 
relations within a particular country or 
among countries of approximately the 
same type. It is not at all clear from the 
theory why relations in, say, Sweden, 
Australia, and the United States are so 
different or why India differs so much 
from Egypt. The Perlman theory con- 
tinues to give this reviewer, at all events, 
more insight into American and British 
labor relations. 

8. The decline in ideology is one of 
the currently popular ideas to which the 
authors appear to attach considerable im- 
portance. There is no doubt that the con- 
flict of the past century over capitalism 
versus socialism has lost much of its 
edge because of the rise of “mixed econ- 
omies” and “welfare states.” But the 
rise of the great Communist bloc and the 
cold war struggle suggest that ideology 
will continue to be a major historical force 
for decades. That industrialism will help 
resolve this conflict is highly debatable. 
It may equally lead to world destruction. 

9. Another major conclusion of the 
study is that labor conflict peaks early in 
the industrialization process and then de- 
clines. This is a type of generalization 
that can be subjected to empirical test and 
the recent work by Arthur M. Ross and 
Paul T. Hartman, Changing Patterns of 
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Industrial Conflict, gives some support 
for it as far as the north European coun- 
tries are concerned. In the United States 
and Canada, however, the evidence is 
much less convincing. One reason is that 
industrial workers were not well organ- 
ized in these countries until long after in- 
dustrialization had taken hold and the 
new unions regarded the strike as a 
primary weapon. But even in long-union- 
ized industries, such as the railroads and 
printing in the United States, where work 
rules and job security conflict with tech- 
nological change, the pattern is not one 
of lessening conflict. Rather, there is a 
surprising propensity for periods of con- 
flict to recur. The British experience in 
certain industries like railroads, long- 
shore, and engineering offers similar 
evidence. In nations like France and Italy, 
the Ross-Hartman data are even more 
damaging to the generalization. 

10. In general the role of the labor 
movement in the industrialization process 
is de-emphasized. Organized labor is seen 
as affecting the decisions and even the 
strategies of the industrializing elite, but 
not as a primary initiating force. Indeed, 
the authors state (page 232), “the or- 
ganizations of workers and their leaders 
have proved quite susceptible to the guid- 
ance involved in the development of con- 
sensus in an industrializing society; and 
even to more direct guidance by the elite 
through selection of goals and of men.” 
This is another of the rather facile gen- 
eralizations that are sprinkled throughout 
the book. This reviewer does not read the 
history of the United States or the West 
European nations as confirming it. It 
may have some current validity in the 
underdeveloped nations under authori- 





tarian control, but even there it is too 
early to be sure that an independent labor 
movement will not ultimately emerge to 
affect political and economic develop- 
ments in a positive way. 

11. The theory is essentially an opti- 
mistic one. Full-blown industrialism is 
viewed as creating a world-wide society 
in which values and cultures tend to 
homogenize and inter-group conflicts are 
controlled and moderated. Though the 
freedom of individuals within the work 


community is somewhat curtailed, the 


improvement in living standards and the 
extension of leisure time offer unprec- 
edented opportunities for creative 
individuality. The contribution of indus- 
trialism to international tensions, so 
characteristic of the present-day world, is 
ignored. One can only hope that the lead- 
ers of the future will conform to the 
logic of the system which is so imagina- 
tively portrayed here. 

Despite these criticisms, it must be con- 
cluded that in its wide-ranging concept of 
industrialism as a global institution and 
in its international perspective of indus- 
trial relations systems, the theory pre- 
sented in this volume possesses substan- 
tial value. The comparative framework 
enables the reader to look at his own 
country’s industrial system or that of 
any other society with a much greater 
appreciation of the range of alternatives. 
Somewhat ironically, the theory is least 
enlightening as a tool of analysis and 
prediction for the highly industrialized 
nations of the Western world. It appears 
to be most useful in indicating the. dilem- 
mas and likely paths of the newly indus- 
trializing nations of Africa, Asia, and 
South America. With the United States 
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so highly involved in the development of 
these nations, through both governmental 
and private activities, this theoretical 
framework may serve a significant pur- 
pose in the formulation and implementa- 
tion of our foreign policies. But it should 
be emphasized, as the authors themselves 
have done, that it is still highly tentative 
and provisional. Many of its concepts, 
postulates, and generalizations need re- 
examination, further testing, and revision. 
To this end, a more systematic and more 
standardized method of collecting and 
analyzing the relevant facts would be 
advisable. 


PEeRsonnEL: The Human Problems of 
Management. By George Strauss and 
Leonard R. Sayles. Prentice-Hall, Inc., 
Englewood Cliffs, N. J., 1960. 768 
pages. $10.60. 


Reviewed by Edith M. Lynch* 


Ir 1s a truism, perhaps, to say that the 
human problems in management often 
overshadow those of production, market- 
ing, or research. This book is a compre- 
hensive attempt to review them in the 
light of recent research in the behavioral 
sciences. Though both its authors are 
professors, they have each had some first- 
hand experience in industry—a fact that 
has enabled them to avoid some of the 
academic impracticability that sometimes 
mars publications of this kind. 

It might be complained that the book 
as a whole leaves the reader with the feel- 
ing that he has been treated to something 
of a “smorgasbord” of ideas and issues. 
The authors leave no stone unturned— 
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from unionization to work measurement, 
from work motivation to management de- 
velopment, and from communications to 
interviewing. Had they ranged less wide- 
ly and concentrated on a more thorough 
coverage of some of these problems, the 
serious student might have found more 
meat to chew on. 

However, this is a broad-gauged book 
that covers almost every aspect of the be- 
havioral sciences as they relate to business. 
Some of the individual chapters are very 
good, particularly those on interviewing, 
the reasons why people work, and the 
special problems of the supervisor. 

In their chapter on the impact of 
unions, the authors not unexpectedly offer 
a fairly sympathetic view of the reasons 
why employees join unions, the extent to 
which a union, or the lack of one, helps 
set personnel policies, and how it acts as 
a communicator between employees and 
management. Perhaps a few doubts about 
whether a union does actually help to 
improve employee relations might have 
been in order here. 

On the whole, this is a very fine book, 
but in this reviewer’s opinion it is too 
long—a couple of shorter ones would 
have been more helpful. It will probably 
be more useful as a textbook for the stu- 
dent, or as a reading assignment for the 
newcomer to the personnel field, than as 
a guide to the experienced personnel man. 

Nevertheless, the emphasis on the prob- 
lems of human behavior rather than on 
techniques and practices is refreshing, and 
even the experienced practitioner will find 
much in this book to interest him. He 
may not agree with everything the au- 
thors say, but he’s likely to find here 
many insights into human problems in 
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the work situation that never occurred 
to him before. 


ADMINISTRATIVE ORGANIZATION. By John 
M. Pfiffner and Frank P. Sherwood. 
Prentice-Hall, Inc., Englewood Cliffs, 
N. J., 1960. 481 pages. $9.00. 


Reviewed by Stanley E. Seashore* 


Dust-JackeT Brurss are seldom very 
good indicators of the nature or worth 
of a book. In the case of Administrative 
Organization, however, this reviewer is 
entirely in agreement with the publisher’s 
laudatory comments: 


This timely, well-balanced book deals with 
the underlying dynamics of public and 
business organization. It . . . treats with 
particular skill the current controversy 
between industrial traditionalists preoccu- 
pied with the nonhuman mechanistic as- 
pects of organization, and behaviorists 
concerned only with human relations. The 
present analysis restores a meaningful bal- 
ance ... by uniting the orthodox struc- 
tural approach with the valid modifica- 
tions suggested by social science. 

The authors, who are professors of pub- 
lic administration at the University of 
Southern California and men with rich 
experience as researchers and consultants, 
have in fact produced a first-rate textbook 
that should find wide use not only in col- 
leges but also in management develop- 
ment programs in business and govern- 
ment. While they have been suitably 
scholarly, using precise terminology and 
providing adequate guides to sources, 
they have managed to make these aca- 
demic paraphernalia serve their purpose 
rather than distract from it. The book is 
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well organized, with its main issues laid 
out clearly and with illustrations taken 
from many different kinds of organiza- 
tion. 
The aim of the authors is to mediate 
in the dispute between the hard-headed 
traditionalists of organization, concerned 
with formal purpose, structure, and func- 
tion, and the soft-headed behaviorists, 
who see “organizaticn” as somehow 
emerging from people’s attempts to ac- 
complish together their various private 
purposes. While it is no novelty to assert 
that these approaches are in fact com- 
patible, Pfiffner and Sherwood are among 
the first to state this case well and to pro- 
vide a useful framework for dealing 
simultaneously with both approaches. 
They meld the two mainly by accept- 
ing with few reservations the validity of 
the traditional concepts and principles of 
organization and then superimposing on 
them the behavioral processes involved in 
decision making, communicating, form- 
ing sociometric associations, exercising in- 
fluence, and the like. In addition, they 
invoke such ideas as “culture,” “status,” 
and “political power” to help explain how 
individual behavior determines, and is in 
turn determined by, formal organization. 
They examine the complexity of organi- 
zation still further by considering several 
“levels” of the individual’s involvement 
in an organization: first, as an individual 
of unique properties; second, as a mem- 
ber of various groups that influence his 
behavior; and finally, as a participant in 
the institutionalization of the organiza- 
tion, i.e., through his attribution to the 
organization of certain values and char- 
acteristics apart from its rational utility. 
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The authors offer little encouragement 
to those who are still hoping for a dra- 
matic revelation of some essential simplic- 
ity in organizations. In fact, they are quite 
candidly appalled by the complexity of 
the ideas required to describe and analyze 
organizations in their full variety and 
richness of detail. This is perhaps to be 
expected from an approach whose aim is 
the integration of the best thoughts and 
the best empirical findings from a num- 
ber of sources. The manager will find in 
this book few precepts for managing and 
no rules to be applied confidently and 
without qualification; but he will come 
across many useful ways of considering 
problems of organizational structure, 
process, and management and some 
guides that may forestall serious errors in 
his diagnosis of organizational needs and 
problems. 

Included in the text are critical ac- 
counts of the work of most of the major 
recent contributors to the theory of or- 
ganization and the practice of manage- 
ment. These reviews, positive in tone, 
seek the best from each source and do not 
overemphasize its contradictions. The 
language is direct and as simple as the 
material permits, and the book’s many 
apt illustrations reflect the authors’ broad 
concern with all kinds of large, complex, 
formal organizations. 

Administrative Organization can be 
recommended to all managers who wish 
to enlarge their understanding of organi- 
zations and are willing to invest some 
time in serious study. It should also be 
useful as a text for seminars and courses 
in organization theory and organization 
management. 





Briefer Book Notes 
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Srratecies oF LeapersHip inv Conpuctinc Aputt Epucation Procrams. By A. A. 
Liveright. Harper & Brothers, 49 E. 33 St., New York 16, N.Y., 1959. 140 pages. $3.50. 
Based on a nationwide three-year study of informal adult education programs and 
on the author’s personal experience with many such programs, this book attempts to 
show which leadership styles are most appropriate for the achievement of various 
goals. It includes specific advice on recruiting, selecting, and training leaders, choos- 
ing methods and materials, and the like, and is provided with numerous descriptive 
and planning tables. 


Merit EmptorMent: Nondiscrimination in Industry. By Paul Bullock. Institute of 
Industrial Relations, University of California, Los Angeles 24, Calif., 1960. 101 pages. 
75 cents. This pamphlet analyzes the nature and history of discrimination in employ- 
ment, then outlines the measures that have been taken against it by governments at 
all levels and by businesses, unions, and community agencies. It concludes with a 
section on merit employment—its results and the ways in which management can 
administer it. 


How to Bump Jos Entuusiasm. By Edward J. Hegarty. McGraw-Hill Book Com- 
pany, Inc., 330 W. 42 St., New York 36, N: Y., 1960. 257 pages. $5.95. Directed at the 
supervisor, this book tells how to analyze the “package” that must be sold to work- 


ers and how to employ such tools as indoctrination, communications, meetings, job 
descriptions, tests, and delegation. 


Computers AND Psopie: Business Activity in the New World of Data Processing. 
By John A. Postley. McGraw-Hill Book Company, Inc., 330 W. 42 St, New York 36, 
N.Y., 1960. 246 pages. $6.00. The author, a member of The Rand Corporation, de- 
cries the widespread glamorizing of computer applications and maintains that, 
though computers open the door to much-needed, entirely new techniques of busi- 
ness operation and control, they are often applied short-sightedly and uneconomically 
and without any understanding of the demands they make on the business environ- 
ment. 


ALTerNaTive MetHops oF Frnancinc Oxp-Ace, Survivors, AND Disasitity INsur- 
ance. By John J. Carroll. Institute of Public Administration, The University of Michi- 
gan, Ann Arbor, Mich., 1960. 187 pages. $3.50. This monograph attempts to deter- 
mine and evaluate the economic consequences of the present method of financing 
the OASDI program and of the alternatives that have so far been proposed. Effects 
on national income, work and investment incentives, and the like are calculated on 
the basis of the redistributive patterns implicit in each method. 


Cuances in Lasor Cost Durine Cycies in Propuction anp Business. By Thor 
Hultgren. National Bureau of Economic Research, Inc., 261 Madison Ave., New 
York 16, N.Y., 1960. 85 pages. $1.50. Using data from a number of mining and manu- 
facturing industries and the railroad industry, this study shows how the man-hours 
and labor cost per unit of product prevailing in an industry are affected by changes 
in its production level and in the nation’s business picture. It also analyzes the se- 
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quence of changes during a cycle, the effects of technology upon labor cost, and the 
possible impact of changing labor costs upon profit margins. 


Test Construction: Development and Interpretation of Achievement Tests. By 
Dorothy Adkins Wood. Charles E. Merrill Books, Inc., 1300 Alum Creek Drive, Co- 
lumbus, Ohio, 1960. 134 pages. $3.50, cloth-bound, $2.00, paper-bound. While focus- 
ing on the testing of educational achievement, this practical introductory text deals 
with principles and procedures applicable to aptitude testing and to achievement 
testing in personnel selection. No previous statistical training is assumed. 


INTERPROFESSIONAL TRAINING GoaLs For TECHNICAL AssiIsTANCE PERsoNNEL ABROAD: 
Report of an Interprofessional Conference on Training of Personnel for Overseas 
Service. Council on Social Work Education, 345 E. 46 St., New York 17, N.Y., 1959. 
198 pages. $3.00. These papers and discussions from a conference sponsored by Cor- 
nell University and the Council on Social Work Education are concerned with the 
human prerequisites and consequences of social change and ways of incorporating an 
understanding of these elements into the training of technical assistance personnel. 


Basic Reapines in Sociat Security (Sixth Edition). Compiled by the U.S. Depart- 
ment of Health, Education, and Welfare, Washington, D.C., 1960. 221 pages. $1.00. 
(For sale by the Superintendent of Documents, U.S. Government Printing Office, 
Washington 25, D.C.) This 25th Anniversary edition contains 1,640 references, of 
which 1,000 are new or revised. (The first edition, the Commissioner of Social Secu- 
rity points out, contained only 46 references.) The publications listed are organized 
by subject and include books, pamphlets, articles, and periodical sources. 


Lasor Leapersuip Epucation: A Union-University Approach. By Irvine L. H. Ker- 
rison and Herbert A. Levine. Rutgers University Press, 30 College Ave., New Bruns- 
wick, N.J., 1960. 118 pages. $5.00. A detailed description of the Rutgers Labor Pro- 
gram, a pioneering venture conducted jointly by union educators in New Jersey and 
members of the Rutgers Institute of Management and Labor Relations. Several chap- 
ters are devoted to the Union Leadership Academy. Others deal with history, eco- 
nomics, and advanced offerings of the program, such as the Summer Workshop in 
Labor Education and the Labor Intern Program. 


PERSONNEL AND INDUSTRIAL Retations. By Rossall J. Johnson. Richard D. Irwin, Inc., 
1818 Ridge Ave., Homewood, Ill., 1960. 572 pages. $8.40. The underlying theme of 
this text is that all managers are personnel managers and that industrial relations is 
the responsibility of everyone in business. The techniques of personnel administra- 
tion and their effect on industrial relations are presented in five chapters—employ- 
ment, development, wages and hours, labor-management, and administration—each 
of which is illustrated with cases, problems, and role-playing situations. 


How to Interview (Fourth Edition). By Walter Van Dyke Bingham and Bruce 
Victor Moore. Prepared with the collaboration of John W. Gustad. Harper & Brothers, 
49 E. 33 St., New York 16, N.Y., 1959. 277 pages. $4.50. This authoritative introduc- 
tory text has been completely revised to take account of the many pertinent ad- 
vances made since the 1941 edition, including research findings from various sources, 
new theories of self-concept and personality, and Carl Rogers’ contribution. The 
chapters on selection and placement interviewing and interviewing workers about 
employer-employee relations will be particularly interesting to personnel men. 
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InpustriaL Accipent Prevention: A Scientific Approach (Fourth Edition). By H. W. 
Heinrich. McGraw-Hill Book Company, Inc., 330 W. 42nd St., New York 36, N.Y., 
1959. 480 pages. $9.00. The tables and illustrations of this comprehensive guide have 
been brought up to date, and new material, including chapters on small-plant safety 
programs, nuclear radiation, fire prevention, and safety psychology, has been added. 


Twenty-FourtH ANNUAL Report oF THE NATIONAL Lasor RELATIONS BoaRD FOR THE 
Fiscat Year Enpep June 30, 1959. U.S. Government Printing Office, Washington 25, 
D.C., 1960. 188 pages. 55 cents. Among the contents of this report are chapters set- 
ting forth the Board’s general position on representation cases and unfair-practice 
cases and those decisions during the 1959-60 fiscal year in which its rules were altered 
or were applied to new situations. Also included are reviews of Supreme Court 
rulings on NLRB decisions and of enforcement and injunction litigation. 


Lazor In THE Untrep Srartes. By Sanford Cohen. Charles E. Merrill Books, Inc., 1300 
Alum Creek Drive, Columbus, Ohio, 1960. 676 pages. $6.95. This text for laymen 
and professionals takes an interdisciplinary approach and emphasizes the historical 
background of contemporary issues. Its major divisions cover the U.S. labor force, 
organized labor in the United States, collective bargaining, wage analysis, labor law, 
and the problem of economic insecurity. Some knowledge of economic principles is 
required for the section on wages. 


Gaintne AccePraNce For Mayor Metuops Cuances (AMA Research Study 44). By 
Ben Miller. American Management Association, Inc., 1960. 63 pages. $2.25 (AMA 
members, $1.50). To determine what aspects of a shift to automation engender re- 


sistance among office employees, the author studied the experience of six large com- 
panies in industry and finance by means of interviews and questionnaires. More than 
one cause of resistance must be sought, he maintains, and more than one category of 
employee is likely to be involved in the success or failure of the installation. 


Tue Psycnoiocy or Perception. By William N. Dember. Holt, Rinehart, & Winston, 
Inc., 383 Madison Ave., New York 17, N.Y., 1960. 402 pages. $6.50. Among the sub- 
jects covered in this text are threshold measurement techniques, similarity measure- 
ment and stimulus scaling, visual psychophysics, the organization of visual percep- 
tion, the influence of context, and the effects of learning on perception. 


1960 Prant Location. Simmons-Boardman Publishing Corp., 30 Church St., New 
York 7, N.Y., 1960. 318 pages. $15.00. ($10.00 to libraries and educational institu- 
tions.) This second edition of a new annual source book is composed primarily of 
new and revised material. Data for each of the 50 sales (listed by geographical re- 
gion) are given on personal income, labor and manufacturing, transportation, power 
and fuel, taxes and labor laws, raw materials, and the like. Also included is a nation- 
wide list of industrial development organizations, an article on the current labor 
market, and several charts on taxes and labor laws. 


Tue Sixties: A CHALLENGE To INpusTRIAL ENGINEERING: Proceedings of the 11th 
Annual National American Institute of Industrial Engineers Conference, May 12-14, 
1960, Dallas, Tex. AITE, Inc., 145 North High St. Columbus 15, Ohio, 1960. 229 
pages. $7.00. The 31 speeches reprinted here cover a wide range of topics, including 
plant-layout planning, work sampling, a model of an elementary industrial processing 
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system, the managerial problems of industry and their industrial engineering im- 
plications, and new horizons in design operations. 


Papers Presentep at THE 1960 Sprinc Meetinc: The Industrial Relations Research 
Association, Detroit, Mich., May 6-7, 1960. Edited by David B. Johnson. IRRA, 
Sterling Hall, University of Wisconsin, Madison 6, Wisc., 1960. 679 pages. Gratis. A 
collection of 15 papers on such subjects as the impact of the Landrum-Griffin Act on 
internal union affairs and on collective bargaining, intercompany cooperation in col- 
lective bargaining, political participation on the part of unions and of management, 
and foreign trade and collective bargaining. 


How to Communicate Poricirs aNp Instructions. (4 BNA Operations Manual.) 
By Joseph Cooper. The Bureau of National Affairs, Inc., 1231 24 St., N.W., Washing- 
ton 7, D.C., 1960. 348 pages. $14.75. A detailed guide to the techniques of planning, 
writing, illustrating, and publishing such written material as administrative and 
operating instructions, technical and training manuals, and employee handbooks. 
Special attention is paid to the preparation of loose-leaf manuals. 


Serrine Sranparps For Executive Perrormance. (AMA Research Study 42.) By John 
W. Enell and George H. Haas. American Management Association, Inc., 1960. 120 
pages. $3.75 (AMA members, $2.50). This report is based on a special three-day 
seminar in which 15 company representatives experienced in setting standards for 
supervisory and executive performance compared purposes, techniques, problems, 
and results. It includes excerpts from their discussions, case studies presented by five 
participants, standards set for 12 particular jobs by as many companies, and additional 
material introducing the panelists’ comments, tying them together, and presenting 
new ideas. 


Executive Action Srmutation. By Lowell W. Herron. Prentice-Hall, Inc., Engle- 
wood Cliffs, N.J., 1960. 88 pages. $5.00. Presents two complete simulation games to 
be played by competitive six-man teams in educational laboratories for top-manage- 
ment people. Besides giving all the necessary forms and information for the partici- 
pants and the umpire (the particular figures used can be changed in repeated appli- 
cations), the book includes a chapter explaining the nature and purpose of simula- 
tion and one on designing additional games. 


Vice Presipent rx Cuarce or Revotution. By Murray D. Lincoln, as told to David 
Karp. McGraw-Hill Book Company, Inc., 330 W. 42 St., New York 36, N.Y., 1960. 
342 pages. $4.95. The recollections of the president of Nationwide Insurance, as well 
as of some 14 other business organizations and the Cooperative League of the USA, 
who also served as the first president of CARE. The vice president of the title is a 
reference to one of Mr. Lincoln’s favorite proposals—that every successful company 
provide itself with an executive whose sole job is “to pick holes in whatever we 
were doing and remind us of our basic philosophy. . . .” Throughout these folksy, 
yet thoughtful, memoirs, he advocates economic democracy in the form of producer 
and consumer cooperatives. 


Worxmen’s Compensation: The New Jersey Experience. By Monroe Berkowitz. 
Rutgers University Press, 30 College Ave., New Brunswick, N.J., 1960. 298 pages. 
$6.00. This problem centered study examines the socio-economic aspects of such 
questions as the adequacy of payments, the permanent partial disabilities provisions 





PERSONNEL BOOKSHELF 


of the law, the administration of compensation claims, the role of private insurance 
companies, and the program’s effects on rehabilitation and medical care. The author 
introduces data from other states and offers some suggestions for improving the New 
Jersey program. 


Economic Propuctivity: The New Growth Factor in Employee Pay Plans. By Allen 
W. Rucker. The Eddy-Rucker-Nickels Company, Harvard Square, Cambridge 38, 
Mass., 1960. 17 pages. Gratis. In this address, the author considers the relation be- 
tween economic productivity per employee—as distinguished from physical or tech- 
nological productivity—and regular and incentive pay plans and explains the func- 
tions of the Rucker Plan for plant-wide incentives. 


Inpustry, Lasor, aNp Community. By William H. Form and Delbert C. Miller. 
Harper & Brothers, 49 E. 33 St., New York 16, N.Y., 1960. 739 pages. $9.00. This com- 
prehensive sociological text explores the interaction of industry, labor, and commu- 
nity from several perspectives—among them, the impact of industry on a commu- 
nity, the effect of community interest on union-management relations, the competing 
and cooperative relations of business and labor to such institutions as government, 
mass communication, and the family, and community power structures. 


Trape UNIoNs AND THE GovERNMENT. By V. L. Allen. Longmans, Green & Co., Inc., 
119 W. 40 St., New York 18, N.Y., 1960. 326 pages. $8.25. A historical and analytical 
study of the relation in Britain between unions and the central government, based 
largely on documentary material and on interviews with present and former Cabi- 
net Ministers, senior civil servants, and union leaders. 


Tuerapeutic PsycHoLtocy: Fundamentals of Counseling and Psychotherapy. By 
Lawrence M. Brammer and Everett L. Shostrpm. Prentice-Hall, Inc., Englewood 
Cliffs, N.J., 1960. 447 pages. $6.95. This practical text on counseling and therapy for 
non-pathological clients makes equal use of psychological theories and of research 
findings and integrates the contributions of all the major psychological schools. Part 
I deals with theoretical foundations, the development of personality, and the process 
of counseling and psychotherapy; Part II discusses specific techniques and problems; 
and Part III consists of chapters on such special areas of application as human rela- 
tions counseling in industry and government. 


Tue Heart in Inpustrry. Edited by Leon J. Warshaw, M.D. Paul B. Hoeber, Inc., 
Medical Division of Harper & Brothers, 49 E. 33 St., New York 16, N.Y., 1960. 677 
pages. $16.00. This volume has three underlying themes: the effects of heart disease 
on a worker and his capacity to continue working, the effects of his work on the 
course of the disease, and the problems he presents to his employer and to industry. 
Intended as a supplement to the standard texts on cardiology, it offers industrial 
physicians a practical treatment of their most common clinical problems. 


Work Srupy. By R. M. Currie. Sir Isaac Pitman & Sons, Ltd., available from Pitman 
Publishing Corporation, 2 W. 45 St., New York, N.Y., 1959. 232 pages. $5.50. A pub- 
lication of the British Institute of Management, this thoroughgoing introductory text 
deals both with the specific techniques of work study and with its human implica- 
tions. It also reviews the historical background of work study and explains its purposes 
and functions and the wide range of services it offers to management. Many detailed 
charts and tables are provided. 
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Aut we xwow about Glenn D. Clark 
could possibly be written on the prover- 
bial head of a pin, but since we have an 
abundance of contributors to this issue 
and rather less space than usual to devote 
to their achievements, the comparative 
sparseness of our information about the 
author of “Creating the Conditions for 
Growth on the Job” (page 8) is no great 
handicap. Mr. Clark has been Director 
of Management Development for the 
Whirlpool Corporation for the past eight 
years, having previously been Director of 
Personnel of the company’s St. Joseph 
Division. Before joining Whirlpool, he 
spent several years in public school ad- 
ministration and vocational guidance 
work for the state of Michigan. Mr. Clark 
holds Bachelor’s and Master’s degrees 
from The University of Michigan and 
also studied at Harvard and Penn State 
universities. 


Of the two authors of “The Former 
Mental Patient: An Untapped Labor 
Source?” (page 17), Josef E. Teplow is 
an industrial engineer who presently 
holds the post of Personnel Director at 
the Ward Machine Co., Inc., of Brockton, 
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Mass. He was formerly affiliated with 
the Chase Brass and Copper Company, of 
Waterbury, Conn. A veteran of World 
War II, Mr. Teplow is a graduate of the 
U.S. Merchant Marine Academy and 
Tufts University and is active in commu- 
nity affairs. His co-author, Reuben J. 
Margolin, a consulting psychologist at 
the V.A. Psychiatric Hospital at Brock- 
ton, Mass., and director of its Member- 
Employee Program, received his doctor- 
ate in education from Teachers College, 
Columbia University. In addition to his 
full-time hospital duties, Dr. Margolin 
is a member of the faculty of Northeast- 
ern University, a school mental health 
consultant, and takes an active part in a 
variety of community organizations. He 
has written numerous articles on rehabili- 
tation and mental hygiene and last Au- 
gust received a citation from the Presi- 
dent’s Committee on Employment of the 
Physically Handicapped for his work in 
the occupational placement of people 
with mental disabilities. 


Both Thomas A. Mahoney and 
Richard G. Woods, authors of “Devel- 
oping an Appraisal Program Through 
Action Research” (page 25), have pre- 
viously appeared in Personnet, though 





this is their first joint contribution to our 
pages. Dr. Mahoney is Associate Profes- 
sor of Industrial Relations and Labor Eco- 
nomics at The University of Minnesota 
and head of the Management Develop- 
ment Laboratory of the University’s In- 
dustrial Relations Center. He holds de- 
grees from Wabash College and The 
University of Minnesota, where he also 
obtained his Ph.D. From 1959-60 he held 
a fellowship at the Institute of Basic 
Mathematics for Application to Busi- 
ness. Mr. Woods, who is presently on an 
educational leave of absence from Whirl- 
pool Corporation working toward his 
doctorate at The University of Minnesota, 
is a Research Fellow at the Industrial Re- 
lations Center and an instructor in the 
School of Business Administration. At 
Whirlpool, he held the post of Coordina- 
tor, Employee Relations Research. He is 


a graduate of The University of Min- 
nesota and The University of Tulsa. 


Richard L. Schiffer, who contributes 
“Some Guideposts for Administering 
Discipline” to this issue (page 32), is an 
associate of the Brooklyn law firm of 
Knigin, Horing & Eschen, specializing 
in problems of labor relations and labor 
law. A member of the New York State 
Bar, Mr. Schiffer was formerly on the 
staff of the American Arbitration Asso- 
ciation. He has also held posts with R. H. 
Macy & Company and the New York 
Central System. 


Now President of Associates for Inter- 
national Research, Inc., James E. Boyce, 
author of “Determining Cost-of-Living 
Allowances for Overseas Personnel” 
(page 39), was formerly Assistant Pro- 
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fessor of International Relations at M.I.T. 
From 1951-53, he held the post of Direc- 
tor of the Burma-America Institute. He 
has also lectured on the management of 
foreign operations at the Harvard Busi- 
ness School. Mr. Boyce, who served with 
the U.S.N.R. in World War II, is an 
alumnus of the Fletcher School of Law 
and Diplomacy. His work as a consultant 
has taken him as far afield as South and 
Southeast Asia, the Middle East, Europe, 
and South and Central America. 


William C. Jackson, to whom we are 
indebted for “The Personnel Activity In- 
dex: A New Budgeting Tool” (page 47), 
is a graduate in civil engineering of Pur- 
due University. After teaching for several 
years at the Case Institute of Technology, 
Mr. Jackson joined the J. D. Adams 
Manufacturing Company of Indianapolis 
where, by the outbreak of World War II, 
he headed education and training activi- 
ties. After service with the Army and 
OSS, he rejoined Adams in 1945 in his 
present post of Industrial Relations Man- 
ager. Mr. Jackson is active in many pro- 
fessional associations and has served as a 
guest instructor at the Management De- 
velopment course of the University of 
Chicago’s Industrial Relations Center. 


A member of AMA’s Executive Com- 
mittee and Vice President of its Personnel 
Division, Albert F. Watters, author of 
“Personnel Management: Future Prob- 
lems and Opportunities” (page 53), start- 
ed his career as a factory worker at the 
Harrison, N. J., plant of the Radio Corpo- 
ration of America. He rose steadily 
through the RCA hierarchy, mostly in 
the field of personnel administration, and 
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in 1954 was named Vice President and 
Operations Manager of the Corporation’s 
International Division. He joined Gen- 
eral Foods Corporation as Vice President 
—Personnel Services, in July, 1957. Mr. 
Watters is also President of The General 
Foods Fund, Inc., an independent foun- 
dation sponsored by the Corporation, and 
is Co-chairman of the Commerce and In- 
dustry Council of the National Urban 
League. 


Space does not permit us to do full 
justice to the somewhat varied careers of 
the authors of “Fair Pay Fairly Arrived 
at: The Burroughs Exempt Program” 
(page 62), but here are the salient facts 
about these three members of Burroughs’ 
Corporate Industrial Relations Staff. 
Gordon F. Knight, Senior Compensa- 
tion Analyst, is a graduate of Yale Uni- 
versity. He joined Burroughs in 1958 
after ten years with the Ford Motor Com- 
pany. James M. Bridgman, who was 
named Manager of Compensation Serv- 
ices last May, has held a succession of 
posts with Burroughs since 1955 and was 
formerly affiliated with Remington Rand 
and The Atlantic Refining Company. He 


JANUARY-FEBRUARY, 1961 
holds a B.S. in business administration 
from Lehigh University. Edward R. 
Wendt, a graduate of the University of 
Detroit and Wayne State University, 
started as a job analyst in Burroughs’ 
Plymouth Manufacturing and Enginecr- 
ing Division in 1951. His present title is 
Administrator, Compensation Programs. 


Milton M. Mandell, author of “Re- 
search Management: Some Clues for Se- 
lection” (page 71), has been Chief of the 
Management Testing Unit, Standards Di- 
vision, Bureau of Programs and Stand- 
ards, U.S. Civil Service Commission, for 
the past 16 years. Mr. Mandell has been 
responsible for the preparation, installa- 
tion, and administration of a variety of 
testing programs over the past quarter- 
century. A specialist in management se- 
lection and evaluation, he has served as a 
consultant to both private industry and 
government agencies in these areas. A 
frequent speaker to management groups, 
he has also published numerous articles 
and reviews. Mr. Mandell is the author of 
three AMA research studies, of which the 
latest, The Employment Interview, will 
be published in the spring. 


Union Dues and Fees 


Mors THAN HALF the 52,000 unions that have so far reported to the U.S. Labor De- 
partment under the provisions of the Landrum-Griffin Act charge their members less 
than $4 a month in dues, and 71 per cent charge less than $5. According to the de- 
partment’s Bureau of Labor-Management Reports, the largest group—about three out 
of ten—charges from $3 to $3.99, and a slightly smaller group charges $5 or more. 
Only about | per cent charge $10 or more, though the dues occasionally exceed $25. 

Initiation fees for more than 60 per cent of the unions do not go beyond $10, while 
for over one-fourth the charge is $5 or less. A fee of $100 or more is reported by 
slightly over 10 per cent; the highest figure so far: $1,400. 





just published 


MANAGERIAL 
PERFORMANCE 
STANDARDS 


by Virgil K. Rowland 


You now accept standards for cost, quality, and production because they work. 
They define goals, prevent misunderstanding, and permit realistic judgements. 
Standards can also be applied, says Mr. Rowland in this Handbook, to the one 
crucial factor in any company: executive performance. 


This book describes a technique for setting these standards. It focuses on the 


dynamic relationship between you and your subordinates—between your boss 
and you. According to the author, “man-to-boss” is the weakest link in our chain 
of communications. When it is strengthened, there is tangible improvement in 


performance and employee relations. How you can strengthen this link is the 
subject of this book. 


It shows how superior and subordinate work together to set standards through 
group discussion and private interview. This process clarifies and improves the 
relationship between you and your workers, between your boss and you. 


To show how the process works, MANAGERIAL PERFORMANCE STANDARDS provides 
a step-by-step plan. Actual transcripts of standard-setting sessions are analyzed. 
Every level of management—first-line, middle, and top—is included. Specimens 
of completed standards are given. $5.25/AMA members: $3.50. 


Order from DEPARTMENT PI, AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 
Broadway, New York 36, New York. 


AMA will pay normal postage and handling charges on all orders accompanied by check or 
money order. Orders under $5.00 should be accompanied by remittance. Orders of $5.00 or 
more, unless accompanied by remittance, will be billed for postage and handling charges. Add 
3% sales tax for orders to be delivered in New York City. 
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